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The recent election has rein- 
forced once more the need to 
reform our MPs’ gold-plated 
pension plan and other lavish 
benefits. The dramatic 
changes in Canada’s electoral 
scenery has been costly to Ca- 
nadian taxpayers. 


MPs who were defeated in | 


the election and those entering 
retirement receive pension or 


severance benefits from the | 


MPs’ pension plan. The Na- 
tional Citizens’ Coalition has 
made calculations to see just 


how generous those benefits 
will be. 

Their calculations show that 
Canadian taxpayers are on the 
line for total pension benefits 
of about $196.4 million for 134 
retiring MPs (based on the av- 
erage MP living to the age of 
a5: 

Changes made to the pen- 
sion plan in January, 1992, il- 
lustrate just how excessive 
those benefits are. 

One of the changes came 
about because the MPs’ bene- 
fits exceeded the limits al- 
lowed for registration under 
the Income Tax Act. 


"While MPs contribute $7,000 a 
year to their pension pian on their 
$64,400 sessional allowance, 
taxpayers have to kick-in $41,800 a 


The fed- | 


Promoting the responsible and efficient use of tax dollars 


MPs’ pension plan 


Time for real change 


tributions made by the politi- | 


cians (11% of pensionable 


earnings), which were matched | 
by the government, would fall | 
$144 million short of paying | 


for the MPs’ 
fits. 


projected bene- 
Therefore, in the January 


1992 changes, the government | 


moved to make the plan self- 
sufficient. 

First, 
ment provided a cash 
infusion to make up 
for the plan's accu- 
mulated shortfall, 


the govern- | 


Treasury Board decided that | 
Canadian taxpayers would be | 


more than willing to keep mak- 
ing up the difference so that the 
MPs’ plan could keep its gold 
plating. 

How expensive are the tax- 
payers’ contributions? 
1992, the government’s contri- 


As of 


bution to the MPs’ Retiring Al- 
lowance was 2.48 times that of 
| the MPs’ contribution. 
| government's contribution to 
the Compensation Arrange- 
ment was 7.86 times that of the 
MPs’. For the average back- 
bencher who receives an an- 


nual sessional allowance of 


The | 


Nov/Dec ” 


| $64,400, the government has to 
| contribute $41,821 -- just to 
| pay for their pensions. This 
| amounts to nearly 6 times the 
matching contribution of 
$7,048 which the government 
used to pay. It should be noted 
} these dollar amounts are just 
} for the basic sessional allow- 
} ance; MPs also receive benefits 
for serving as cabinet minis- 
ters, leader of the opposition, 
whips, etc. The contribution 
} 

i 

| 


| 


| calculations are the same. 

The chart below lists the pen- 

| sion payouts by province as a 

result of the last federal election. 
MPs who haven't served six 

years are not eligible for the 


Loe but do receive a sever- 


ance package equal to 50% of 
Airave apoterry 


thePpisic’a 
| works out to $32,200 for their 
| $64,400 sessional allowance. 
| It's higher for those earning ex- 
{ tra salaries such as cabinet 
ministers, who receive an addi- 
tional $55,000, 

{t will be interesting to find 
out if Jean Chretien’s new plan 
for Canada includes the same 
old MPs* pension plan, or a re- 
formed plan. 


Estimated pension payouts by province 


The following. is an estimate 


paid out to MPs who retired or w 
last federal election. These are based on the calcula- 


of pensions. being 
ere defeated in the 


tions of the Nationat Citizens Coalitione wffectivé cr 
tober 25, 1993. Total payouts are based on MPs living’ 
to agé 75 and are based on an indexation raté OE 5%: 


pagename eBid 


which by that time 
had risen to $158 mil- | 
lion. Second, to en- | 
sure no further shortfalls 


year on behalf of each MP." Average 1st year.< | Total benefits to age 75 


benefit <<" oh» Haram 
$48.667 9) $20.6 million sh, 
$46,215 


# of retiring or 
defeated MPs 


14 
i4 


Alberta 


eral government therefore had 
to divide the pension plan into 


two separate sections to keep it 
registered. The first section, 
the Retiring Allowances Ac- 
count, met the requirements for 
registration, while the second 
part, called the Compensation 
Arrangement Account, fleshed 
out the plan so the MPs could 
still receive their lavish bene- 
fits. 


A 1988 actuarial study of | 


the plan revealed that the con- | which route was chosen. The | 


would accumulate, the govern- | 
ment had to choose one or a | 
combination of the following | 
either the MPs | 
would have to reduce their pen- | 
sion benefits and/or increase | 
their contributions, or the gov- | 


scenarios: 


ernment would have to in- 


crease the amount of tax | 
dollars being funneled into the | 
plan. You don't have to be a | 


rocket scientist to figure out 


| Manitoba 
Ontario” 
Quebec 
New Brunswick ~~ 
Nova Scotia 


6 


Newfoundland 


Territories - no MPs eligible fo 


ra pension 


|_PEI - no MPs eligible for a pension 
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The Canadian Taxpayers 
Federation is a federally 
incorporated, nonprofit 
organization. Our purpose is 
to promote the responsible 
and efficient use of tax 
dollars and to provide the 
public with information 
about government spending 
and policy. Founded in 
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independent of all political 
or institutional affiliations 
and is entirely funded by 
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Taxpayer news... 


Romeos pay big 
bucks in Nova Scotia 


Romeos and Juliets with 
cold feet may now be using a 
new excuse why not to "tie the 
knot" in Nova Scotia. "I'd love 
to get married, dear, but | can’t 
afford to buy a marriage 
licence.” 

Governments are looking 
for ways to increase revenues 
to combat their deficits. One 
source recently targeted by the 
government of Nova Scotia is 
Vital Statistics services. 

Effective October [, the 
cost of a marriage licence in 
Nova Scotia increased from 
$35 to $100, a leap of 185%. 
The price of birth and death 
certificates doubled from $10 
to $20, while the price tag for 
a name change is now $125, up 
from $75. Actually, name 
change fees are even higher 
than apparent at first glance. 
In the previous fee schedule a 
duplicate certificate was 
included in the $75 charge. 
Under the new fee schedule 
duplicate certificates are an 
extra $15, which almost 
doubles the fees for the same 
service. 


Alcohol taxes 


The Association of 
Canadian Distillers estimates 
that over four million bottles of 
spirits (one in four) enters 
Canada illegally each year. 
This represents over $1 billion 
in lost economic activity and 


taxes. This is happening 
because Canadian prices are 
higher than those in the United 
States due to high "sin taxes". 
The average taxes imposed by 
Canadian legislators on spirits 
amounts to 83%. U.S. tax 
levels are half that. In 1992, 
the amount of smuggled 
alcohol seized by Canada 
Customs increased 400% over 
the previous year. 

The Brewers Association 
says that Canadians pay the 
highest percentage tax on beer 
of any country in the free 
world. According to the 
Association, 53% of the price 
of the average bottle of beer in 
Canada is made up of taxes, 
compared to only 18% in the 
US. 


Scams cost millions 


In a 1988 report the 
Department of Health and 
Welfare estimated that the 
federal government made up to 
$85 million in overpayments 
under the Old Age Security 
program, the Guaranteed 
Income Supplement, and the 
Spousal Allowance program. 
A large part of these 
overpayments was due to 
scams by those who weren't 
entitled to benefits. 

According to the report, 
Old Age Security (OAS) 
overpayments amounted to 


| between $13.8 million and 


$42.6 million. In addition, 
when officials did a random 
| sample of those receiving OAS 


benefits who were past average 
life expectancy, they found 
that between $2.5 million and 
$11 million was being paid 
annually to individuals who 
had already died. The report 
blamed administrative errors, 
lack of communication by the 
deceased’s estate and, of 
course, outright fraud. 

Other studies the same year 
revealed that between $12.5 
million and $25.7 million in 
overpayments were made 
under the Guaranteed Income 
Supplement program, and 
there were between $3.1 
million and $5.3 million in 
overpayments under the 
Spousal Allowance program. 

The information was 
tabulated as part of an effort to 
make Health and Welfare 
officials aware of the potential 
pitfalls and abuses that can 
occur under these programs. 
The report also made 
recommendations on how this 
type of mistakes and abuses 
can be prevented. Let’s hope 
someone was paying attention. 


Bureaucrat turns 
down pay raise 


The city manager for the 
City of Etobicoke turned down 
a pay increase again this year. 
This will be.the third year ina 
row that David Deaves has 
turned down a raise. 

He said the raise wasn’t 
appropriate considering the 
problems being experienced 
by the Etobicoke economy, 


which has lost 20,000 jobs over 
the last two years, a significant 
number considering the city 
only had 180,000 jobs to start 
with. Deaves also didn’t 
believe it was right for him to 
receive an increase while other 
city employees were 
experiencing wage freezes. 

Deaves’ suggestion that 
senior bureaucrats tend to 
make too much money hasn’t 
won him many friends among 
his peers. 


Tobacco smuggling up 


The Canadian Tobacco 
Manufacturers Association 
released a report stating that 
one in nine packs of cigarettes 
smoked in Canada has either 
been smuggled in or stolen. 
The report estimates the value 
of contraband tobacco at about 
$988.7 million, and this has 
cost the various levels of 
government about $1 billion in 
lost tax revenues. It also stated 
that 6.4 billion cigarettes were 
smuggled into Canada last year 
- six times as many as in 1989. 
In 1992, custom officials made 
22,000 tobacco seizures, more 
than double the year before. 

During the 1980s, the 
federal excise and duty on 
cigarettes rose from 30 cents 
per package to, $1.98. 
Provincial taxes rose from 28.5 


cents in 1981 to $1.78 by 1991. 
As a result, the difference 
between the price for a carton 
of cigarettes in Canada versus 
the U.S. is approximately $35. 


Succeeding - without 


In a time when many are 
dependent upon government 
backing before embarking on 
any new venture, it is 
refreshing to hear of 
individuals and groups who are 
making it on their own -- 
individuals who are quietly 
and industriously working to 
see their dreams fulfilled 
without government financing 
or intervention. 

The Simon House 
Residence Society in Calgary, 
Alberta, is such a group. It isa 
halfway house, founded 10 
years ago for the purpose of 
helping alcoholics and men 
with chemical addictions. A 
unique feature of Simon 
House, besides its simple yet 
very effective program, is the 
fact that it is privately funded. 
The founding directors elected 
to go without any government 
funding. Instead, they went to 
the United Way for an initial 
funding grant and later became 
a United Way agency. 

Free from government 
strings, Simon House has 
operated an efficient, flat 


management organization. 
The absence of government red 
tape and bureaucratic 
paperwork that often comes 
with government funding has 
allowed Simon House the 
freedom’ to channel its 
resources into its program. 
The’ rehabilitation of 
individuals has been 
maximized and Simon House 
staff have been rewarded by 
seeing growth in the lives of 
the individuals who are 
working through the program. 
Growth has come for 
Simon House as well. Last 
year, while government 
agencies and publicly-funded 
recovery homes were faced 
with cutbacks and salary cuts, 
Simon House expanded its 
facilities, increasing its 
capacity.from 20 to 32 beds. 
This growth can be 
attributed in part to those 
whose lives have been changed 
through Simon House. An 
alumni association of those 
who have successfully 
completed the program has 
been established, and these 


government money 


individuals now provide the 
major source of funding. 

That in itself is a testimony 
to the program of re-establishing 
individuals back into society. It 
also demonstrates that good 
programs can make it on their 
own merit and don’t need the 


government’s heavy-handed 
intervention to survive and be 
successful. 

The success of Simon 
House demonstrates that 
services to the most needy of 
our society do not have to 
depend on government funding. 


Simon House - making it without government money. 
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Record $40.5 billion deficit for Canada 


Jt was like an old rerun of 
the TV series, "Get Smart". 
Maxwell Smart, the bumbling 
secret agent for Control, was 
forever using the phrase, 
"Missed it by that much", to 
explain why he failed to catch 
the dreaded enemy agent from 
Chaos. 

Unfortunately, this phrase 
is becoming an all too familiar 
tune for the federal 
government. The latest 
figures released by the federal 
government indicate that the 
deficit for 1992-93 was 
actually $40.5 billion instead 
of $35.5 billion as stated in 
April of this year. This 
makes it the highest deficit in 
Canada’s history, beating out 
the previous record of $38.5 
billion set in 1984-85. 

This year’s record deficit 
was $6 billion higher than last 
year. Part of this increase can 
be attributed to the 
government implementing 
accounting adjustments 
recommended by the Auditor 
General concerning loan 


guarantees and employee 
pension liabilities. 

The federal government 
also blames declining 
revenues which actually fell 
for the first time in 34 years. 
This $500 million drop over 
the previous year was more 
than offset by the $1.8 billion 
decrease in debt charges due 
to falling interest rates. 

However, the government 
had projected revenues to 
increase by $10 billion over 
the previous year and had 
spent accordingly. This leads 
us to the single biggest 
contributing factor to this 
year’s record deficit. 
Government spending 
increased by $7.2 billion over 
last year. If the government 
had held the line on spending, 
this year’s deficit would have 


actually gone down over the | 


previous year instead of 
hitting record levels. 

This year’s revenue decline 
is, of course, attributed to the 
recession. However, the 
growth of the underground 


economy has no doubt had an | to haunt them. 


impact on decreasing tax 
revenues. It would appear 
that the taxation policies of 
our federal and provincial 
governments are coming back 


Unfortunately, projections 
for the 1993-94 fiscal year are 
not much better. Paul Martin, 
the federal government’s 
Minister of Finance, has 


Stated that the deficit for 
1993-94 will be between $44 
billion and $46 billion. 

If this prediction comes 
true, it will be yet another 
record deficit. 


20 


10 


Next year’s deficit - $46 billion? 


| Canada’s deficits 


In billions of dollars - adjustments have been made to 
changes in accounting practices. “estimate - Source: 


jepartment of Finance 


revious year’s deficits to reflect 


$46.0 | 


What happened to King George V? 


LI as.Bolis.a Publis Works 
theft of a bronze equestrian | employee, who was reminded 


You probably won't find 
these cases on “Unsolved 
Mysteries", but the 
government of Canada lost 
over $117 million dollars in 
misplaced or stolen money in 
1991-92. It hopes to recover 
some of the money. The 
following are a few examples 
of how the money 
mysteriously disappeared. 

Correctional Services had 
$964 stolen last year. You'd 
think with their clientele 
they’d keep a better eye on 
things. The RCMP had $474 
stolen last year. Of this, $27 
was a result of a break and 
enter. 

The Defense Department 


gave out advances totalling 
$3,950 to two employees at 
CFB Greenwood who didn’t 
exist. At the Department of 
Transport, taxpayers lost $70 
because of a defective money 
changer machine. 

The Department of 
External Affairs lost $303 
because it received 
counterfeit money. It 
misplaced an envelope 
containing $18 to be put ina 
Mission "classified" bag. 
Fraudulent travel claims, 
including falsification of 
exchange rate receipts and of 
airway bills, cost the 
department $2,642. The 
Fortress of Louisberg had its 


Taxpayers’ dollars 
disappear underground 


In the 1992-93 budget, a 
number of federal government 
crown corporations were 
slated for privatization. 

One of the corporations the 
government was considering 
privatizing was the Cape 
Breton Development 
Corporation (CBDC). The 
Corporation was formed by an 
Act of Parliament in 1967. It 
is the largest coal producer in 
eastern Canada and, with 2,560 
workers, one of the largest 
employers in Atlantic Canada. 

One of the company’s main 
assets, its Phalen coal mine, is 
threatened by severe flooding 


at the adjoining Lingan Mine, 
which was scheduled to be 
mothballed in spring, 1993. 
Both mines extend below the 
Atlantic Ocean floor, making 
efforts to remedy the problem 
that much more difficult. 

To this point, taxpayers 
have poured close to $300 
million into CBDC, $63 
million in the past two years 
alone. The company lost $111 
million in the last fiscal year, 
down from $119 million the 
previous year. Hopefully, the 
federal government won’t 
sink anymore tax dollars into 
this venture. 


change float of $4,927 stolen, 
and the’ Canadian Space 
agency reported $257 stolen 
from the space station. 

The fraudulent use of 
government telecommun 
-ications services was a 
common problem last year. 
Indian Affairs lost $13,971 
and National Revenue lost 
$117,392 through the illegal 
use of government inter-city 
telephone calls, none of it 
recoverable. The “use of 
telephones for personal 
reasons" was the reason the 
Department of Energy, Mines 
and Resources lost a 
whopping $45,000. In total, 
the government lost $181,663 
in illegal telephone calls, most 
of it not recoverable. 

The Department of 
Employment and Immigration 
reported 21 cases of theft 
ranging from $4 to $1,250 
The Department also reported 
a loss of over $107 million 
due to unemployment benefits 
being obtained by fraud. 


The government also had | 


over $15 million worth of 
property that was lost in 
1991-92 due to theft, willful 
or accidental destruction. 
Since the government insures 
itself, the tab for these losses 


| is picked up by taxpayers. 
This includes the usual list of 


cellular phones, camera 
equipment, computers, 
televisions, and VCRs, as well 
as damage to buildings, etc. 
An unusual loss finally 


reported last ycanewaaat 


statue of King George V. The 
18" statue was originally sent 
to Prime Minister MacKenzie 
King by English sculptor 
Sydney March, who was 
soliciting a commission for a 
full-sized sculpture of the 
model. The statue ended up at 
the headquarters of the Public 
Works Department where it 
bounced from office to office 
for a number of years. It was 


| last seen in 1976. 


The loss was reported by 


of March’s sculpture when a 
full scale equestrian statue of 
Queen Elizabeth was being 
installed on Parliament Hill 
Jast year. 

Unable to find the statue of 
King George V, Rolfe 
reported it stolen to the 
security department. At that 
time it was listed with Interpol 
as a stolen work of art valued 
at $15,000. Rolfe believes the 
sculpture could be worth 
closer to $100,000. 


National Archives of Canada 


| ___ Personal Inc Tax (% of fed tax) De 


uf lat Income Tax (% of taxing) 
_ High Income Surcharge 
_ __ Conporate } Tax 
Small Business _ 
cevnnabefitge Business. 
Capital Tax 
Financial Inst. 


MYO TOR 
Health Care F Premiums 


Tobacco Tax (cents/ci ‘arette) 


|__Personal Inc Tax (% of fed tax) 


Flat Income Tax (% of tax inc) 
“High Income Surcharg 
or 


__ Payroll Tax 
Health Care Premiums 


Diesel Fuel Tax ie 
Tobacco Tax (cents/cigarette, 


N/A - Not available 

1,Manitoba’s high income surtax is a flat tax of an addi- 
tional 2% of net income that kicks in after $37,500 income 
for a family of four. 

2. Being reduced to 8.5% in 1994 

3.Provincial sales tax on top of this tax. 

4.For prov tax over $9,000, there’s a 10% additional 
Surtax. These rates are changing to 30 and 20 a/o Jan 1/94. 

5.Ontario has also introduced a minimum corporate tax of 
4% on Ontario adjusted book income. 

6.For prov tax over $8,000, there's a 10% additional 


Comparison of provincial tax rates 


British Columbia 
1987 1993 


= HE) 52.5 


surtax. 

7.1994 - 20% on provincial tax paid between $7,000- 
$10,500 and 30% over $10,500 

8.Quebec’s provincial income tax is colfected by the prov- 
ince, and no comparison with federal tax rates is 
possible. Quebec residents receive an abatement of 16.5% 
of federal tax. 

9.The rate increases to 10% of net provincial income tax 
for provincial income tax exceeding $10,000. 

10. In addition, there is a 4 cents a litre regional levy in 
Vancouver and a | cent a litre levy in Victoria 


2 Deri li ciilaccabiea ba i Bi ee 5 atime ae os 


ocougc< 


Alberta 


1987 1993 1987 


46.5 


Prince Edward Island 


1987 1993 1987 


11. For an annual payroll of less than $200,000 rate is 
98%; payrolls ~— than $400,000 it’s 1.95% payrolls 
between $200,000 and $400, aed Fate is based on a sliding 
scale. 

12. 10% of provincial tax 

13. Jan 1/94 - Payrolls 
$750M and $1.5 million it is 4.5%; $1.5 milliont #is 2.25% 


gble in excess of $12,500 
3750M exempt: between 


14. Tax on accommodation %4BC-8, AB-5S, Sask-9, Man 
-7, Ont-5, NS-11, PEI-10, Nfld-42, NB-11 

15. 8% on Alberta tax $3,500 

16. On provincial income tax between $5,000 - $10,000 it 


Reema 


Saskatchewan 


Nova Scotia 


Manitoba 


1993 1987 


is 5%; over $10,000 - 10% 

17. 20% of provincial income tax in excess of $5,500 plus 
10% in amount in excess of $8,000 (effective July 1) 

18. 8% on most goods; 10% on alcohol and when sold by 
retailier 12% 

19. 20% of provincial income tax exceeding $5,300; an 
additional 10% of provincial tax exceeding $9,000 

20. Nonactive business income is taxed at 16.25% (Invest- 
ment income, etc.) 

21. 8% on moveable objects & certain services as telecom- 
munications; 4% on immovable objects; accommodation 


1993 


Newfoundland 
1993 


Ontario 


1987 1993 


New Brunswick 
1987 1993 


4%. 

22. First $100,000 exempt; Resource industry rate 1% 

23. 8% on provincial income tax in excess of $13,500 

24. If taxable capital exceeds $2.3 miilion. 

25. .3% for $1 million to $10 million; .2% on $10 million; 
under $1 million exempt 

26. 3% for banks with capital over $500 million, 1% for 
banks below this. 

27. Includes 10% deficit reduction tax, which is applied 
eo income tax rate of 50% & the surtax rate 
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Canadian politicians take gold 


Silken Lauman received a 
bronze medal at the 1992 Sum- 
mer Olympics in Barcelona, 
Spain. The Mississauga native 
won it in the 2,000 metre single 
women’s scull. Hers was a re- 
markable achievement, espe- 
cially considering she had 
broken her right leg just two and 
a half months earlier. Despite 
fears that she wouldn’t be able to 
row for at least six months, Lau- 
man made an inspiring come- 


| back that defied predictions. 


| don’t reflect the total borrow- 
If there were an Olympic | ings for these jurisdictions.) In 


event for borrowing, Canada’s 
politicians would surely be on 
the podium for a gold medal. 
Other countries would undoubt- 
edly demand our athletes take a 
drug test. They'd sweep the 
event too often. 

A recent issue of Euromoney 
Magazine \isted the world’s 
heaviest borrowers on the global 
bond market. (These numbers 


the category of state, regional, 
and municipal borrowers in 
1992-93, Canadian govern- 
ments represented 11 of the top 
22 borrowers. In fact, Canada 
took the top four places. It re- 
flects the growing need of Cana- 
dian governments to borrow 
outside the country. So much for 
owing the money to ourselves. 
As you read through the list, 


Poe 


4 Canada’s big winners at the 
_Global Bond Market Olympics 


i. = 


— 


| 


you can just hear the Canadian 


| national anthem being played. 
And remember, it was your tax 
dollars that made this possible. 


Our governments couidn’t have 
borrowed the money unless the 
lenders were convinced Cana- 
dian taxpayers could pay it back. 


World’s biggest borrowers 


Oa the Global Bond Markets 
State, city and regional authority issuers 1992-93 


Source: Euromoney Magazine. 
Rank and amount in millions of U.S. dollars 


L. Province Of ONLATIO ..srseeserrvsveessssrnssverevsveenessesere 
2. Province Of QUEBEC ......000 


4. Province of Alberta .. 
5. City of Yokohama 
6. Region d’lle de France .. 
7. Comunidad de Madrid ... 


9. City of Kobe 
10. Metropolis of Tokyo ... 


16. Orebro County Council .. 
17. City of Winnipeg 
18. City of Vienna ... 
19. Ville de Montreal . 
20. Ville de Paris 


3. Province of British Columbia . 


8. Comunidad Autonoma de la Region Andalucia . 


11. Municipality of Metropolitan Toronto . 
12. Communaute Urbaine de Montreal .. 
13. Comunidad Autonoma del Pais Vasco . 
14, Province of Saskatchewan. 000+ 
15. Province of Newfoundland..... 


21. Region Provence-Alps-Core d'Azur . ne 
22. Regional Municipality of Ottawa-Carletant ....0 


@ The cost of privilege 
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by Bob Matheson, C.M., Q.C. 

Many of the changes that took 
place in the Eastern Block coun- 
tries occurred because the aver- 
age man in the street decided 
that the "privileged class" had to 
go. 

Sir Roger Douglas, former 
New Zealand Finance Minister, 
instituted similar reforms when 
his country faced a major debt 
crisis a few years back. Speak- 
ing recently at a forum at the 


University of Alberta, Douglas | 


stated that an important first step 
in dealing with a debt problem is 
the elimination of privilege. 
What does he mean? 


Privilege refers to payments 
made to any individual, com- 
pany or group, that does not 
benefit all citizens the same. In 
other words, the role of govern- 
ment is to provide services and 
facilities equally to all citizens 
and not to provide a benefit that 
gives one an unfair advantage 
over another. 

Privileges of this nature are 
rampant in Canada. In Ottawa, 


3,000 lobbyists using their tal- 
ents and connections to get addi- 
tional benefits for their clients. 
These can range from cultural 
grants, to an arts award, a pre- 


Roger Douglas - One of the keys to dealing with New Zea- 
land’s debt crisis was bringing an end to privilege. 


ferred loan, a special custom or 
tax exemption, a government 
contract or hundreds of other 
special considerations. The 
amounts involved are often stag- 


alistic in this era of fiscal 


| restraint. 


Unfortunately, the recipients 
of these benefits don’t represent 


| the largest privileged class in 
| Canada. That honour belongs to | 
for example, there are over | 


the hundreds of thousands of un- 
| ionized government employees 
whose salaries and benefits are 
often 20% to 25% higher than 
their counterparts in the private 
sector. 

Since civil servant salaries 
and benefits are the largest com- 
ponent of most government op- 
erations, this privilege costs 


of dollars annually. The problem 
of an “overpaid privileged class" 
of unionized civil servants 
started when Trudeau passed 
legislation allowing civil ser- 
vants to strike. Their resulting 
salaries and benefits packages 
were gained by threats, coersion 
and blackmail, and not by the 
collective bargaining process as 
they so quickly claim. 

This happened because our 
governments had set up monop- 
olies to deliver services. As a 
result, when government em- 
ployees, working in the delivery 
of such services as education, 
health care, municipal services, 
postal delivery, etc., go on 
strike, taxpayers must either 


cave in to their demands or suf- 


gering, totally unfair, and unre- | 


unprivileged taxpayers billions | 


fer the crippling effects of a pro- 
longed strike. As well, senior 
government bureaucrats have a 
vested interest in seeing the 
wages of their employees in- 
crease because their manage- 
ment salaries are often tied to the 
size of their payrolls. 

A recent news report, in a 
small way, illustrated the costs 
of this privilege to taxpayers. 
The government was trying to 


replace a damaged road sign | 


consisting of one 4 X 4 post, 10 
foot high with an arrow on top. 
It took four men to complete the 
task - two of whom were flag- 
men a $27.00 per hour. The 


total cost for this job was 
$230.00. A local farmer could 
have done it for a third of the 
cost. This dollar ditference rep- 
resents the cost of privilege in 
Canada today. It’s found in the 
excessive salaries and in the 
number of employees it took to 
do this simple job. 

Part of Douglas’ solution to 
solving New Zeaiand’s debt cri- 
sis was to remove the privileges 
that were rampant in his country. 
These privileges played a major 
role in putting New Zealand into 
its financial mess. The same 
could be said for Canada. 


Some politicians are listening, but are 


the bureaucrats? 


A recent article in Maclean’s 
magazine provided some en- 
couraging news for Canadians. 
It appears that taxpayers’ con- 
cerns are starting to penetrate 
the cold stone walls of the Cana- 
dian parliament. 

Garth Turner, who was 
briefly Finance Minister under 
Kim Campbell, had become 
aware of plans to build a new 
$229 million office building for 
the department’s Toronto re- 
gional office. He specifically 
told officials to keep him up-to- 
date of any developments on this 
project. However, while going 
through 1,000 pages of briefing 
notes, Turner stumbled across a 
one page advisory of an upcom- 
ing news conference announc- 


ing plans for the new building. 
Turner immediately ordered 
the news conference cancelled. 
He told those concerned that tax- 
payers now control the agenda, 
as evidenced by the rollback of 
Senators’ salaries. He said that 
there was a need to first con- 
vince taxpayers that the new fa- 
cility was necessary. 
Apparently, taxpayer con- 
cerns about government spend- 
ing have yet to penetrate the 
cushy offices of senior govern- 
ment bureaucrats. And the inci- 
dent left one cabinet minister 
wondering whether it was cus- 
tomary for bureaucrats to try to 
slip things past new ministers. 
Members of Mr. Chretien’s new 


cabinet should take note. 
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Re-inventing government 


Governments need to shop around 


by Peter Holle 

In recent issues of The Tax- 
payer, we have profiled a private 
fire department in Arizona which 
provides better service at a cost 
55° lower than a traditional gov- 
ernment fire department. We ex- 
amined how the City of Phoenix 
saves money by using a system 
where city employees compete 
successfully with commercial 
waste collection companies. Our 
special edition on New Zealand 
showed how the government has 
sharply reduced the cost of deliv- 
ering services through competi- | 
tive delivery approaches and 
better management systems. The 
key factor in all the cost saving | 
examples is competition. | 

We live with competition eve- | 
ryday. As every shopper knows, 


the best way to get a deal is toshop 
around and compare before buy- 
ing a service or product. More 
and more, companies are con- 
tracting out services they have tra- 
ditionally provided themselves. 
The reason is clear: Shopping 
around for the best price not only 
saves money, but it sends a signal 
to suppliers and employees alike 
that there are alternatives to the 
services they provide. 

Despite this fact, governments 
have for years acted as though | 
they are immune to these basic | 
facts. They have found it easier to 
fund services in the traditional 
ways of borrowing more money | 
or raising taxes. Consequently, | 
we are left with an unwieldy and 
expensive system that ignores the 
| interests of taxpayers. 

: There are a number of reasons 

| why services cost more when the 
government provides them. 
There are too many layers of ad- 
ministration following either ob- 
solete rules, or costly, outdated 
work procedures. There are few 

| performance measurements in | 
place to weed out the costly and | 
inefficient practices that are com- | 
mon In government. 

In general, we find a very "tax- 
payer-unfriendly" environment 
where managers get paid cased | 


ing to the size of their budgets and 
staffs. This, of course, translates 
into empire building and over- 
spending. The manager who 
saves money finds his\her budget 


spends finds its budget increased. 
In short, there are very strong in- 
centives to waste taxpayer money 
in many “old-thinking" govern- 
ment systems. 

The cost to taxpayers is unnec- 
essarily high. In many instances, 
government services cost 30 to 
50% more than required. We can 
boil down the whole problem to 
one condition - monopoly. Prices 
for a service or a product in a 
competitive marketplace are 
lower because shoppers have the 
freedom to buy from many suppli- 
ers. Imagine the prices farmers 
would face if they could only buy 
gasoline, fertilizer, or equipment 
from one place. Fortunately, peo- 
ple can drive across the street, the 
neighborhood, the city, or the RM 
to check out the competition. 
Stores must have competitive 
prices and good service, or they 
lose business. It’s called the 
power of competition or the 
power of "shopping around," 

The technical name for this is 
“competitive contracting.” It re- 
= governments to define 


Peter Holle is a research associate 
with the CTF based in wc 


cut. The department which over- | 


| what services their taxpayers 

want and then shop around for 
proposals from outside groups. 
The small business, local commu- 
nity association or volunteer 
group which can provide the best 
service at the lowest price gets a 
limited term contract to deliver 
| the service. The threat of losing 
the contract when the contract ex- 
pires places normal competitive 
incentives on the provider to con- 
trol costs by using the newest 


ciry OF 


| technology and most efficient 
methods of organizing services. 

Stay tuned. Our cash- 
Strapped governments will be 
turning massively to "shop 
around” policies shortly. They 
are beginning to realize, as New 
York’s former Democratic Gov- 
ernor Mario Cuomo said, "The 
role of government is not to pro- 
vide services. The role of gov- 
ernment is to ensure that services 
are provided.” 


WINNIPEG [TRANSIT 


SYSTEM 


With the possibility of provincial cutbacks, should municipalities con- 
sider raising taxes, cutting services or finding more efficient ways to de- 
liver services? 


“wae are 


Why “shop around" policies are good for taxpayers 


approach to expand their tax base 
by moving non-taxpaying serv- 
ices into the taxpaying commer- 
cial sector. The business that ends 
up providing a service pays prop- 
erty taxes, business taxes, and, as 
an added bonus, income tax on 
any profits made. 


some of the year. Governments 
also tend to have expensive ma- 
chines, like specialized construc- 
tion equipment, lying idle for 
much of the year. The "shop 
around” model gives govern- 
ments access to specialized skills 
or equipment that are not required 
on a full-time basis. This saves 
taxpayers money. 


4. It avoids large outlays by 


governments 
Smart governments can avoid 


1. It saves taxpayers money 
"Shop around” systems save 
taxpayers money because com- 
petition means lower prices. 
Competition can cut costs by 30 
to 50% without reducing service. 


2. It creates a bigger tax 
base 

Government departments that 
deliver services do not pay taxes - 
they are tax exempt. Want to cre- 
ate more taxpayers? Govern- 
ments can use the "shop around” 


3. It provides a better use of 
skills 

Governments tend to employ 
too many full-time employees 
whose workload is part-time over 


Debt clock ——— 


The Canadian Taxpayers Federation’s new debt clock was unveiled at a news conference in Regina this 
past fall. The clock measures 5 feet by 12 feet and has an 8 foot digital screen that reveals how fast the 
debt is growing each second. It 's portable and can be programmed to reflect the growing debt of any of 
the provinces or federal govermen. {Left to right: Moira Wright, Troy Lanigan and Ned Ismail) 


having to borrow money to finance 
and operate a large government in- 
vestment in land, facilities, or 
equipment by using private suppli- 
ers willing to make the investment. 
For example, Sydney, Australia, 
awarded a private company the 
right to build and operate its water 
works facility. All over the world, 
cash-strapped governments avoid 
borrowing more money by allow- 
ing private companies to build and 
operate large projects like airport 
terminals. 
5. It enhances accountability 
The ability to change suppliers 
allows the "shop around" govern- 
ment to maintain the best level of 
service to its customers. These 
are the citizens who benefit from 
the services and pay for them 
with their taxes. The "shop 
around" government can replace 
suppliers who give bad service, 
or interrupt service, for any rea- 
son. The possibility that they 
may lose the business keeps sup- 
pliers on their toes. 


6. It re-focuses government 

The "shop around" model re- 
quires governments to specify 
what services are for and the re- 
sults they are supposed to achieve 
Many government agencies have 
never done this. The process often 
reveals areas where government 
involvement is no longer re- 
quired, or where involvement no 
longer justifies the use of the lim- 
ited resources available. 


7. It provides a way to 
compare services 

By shopping around, smart 
governments can compare costs 
between competing public and 
private sector service suppliers. 
Many "shop around" govern- 
ments continue to employ a small 
in-house workforce to increase 
competitive pressure on private 
suppliers and get the best value for 
their taxpayers. The "shop 
around" government occasionally 
chooses to keep the service "in- 
house" because their employees 
have learned how to provide the 
service more efficiently. 


8. It increases objectivity 

In old-style government or- 
ganizations, managers are less 
likely to be objective about the 
performance of their own agen- 
cies. The "shop around" model 
removes managers from potential 
conflict-of-interest situations by 
separating the operation of a serv~ 
ice from the management of the 
service. In other words, a man~ 
ager is more likely to criticize and 
act to fix a problem with an out- 
side contractor than with his own 
staff and department. It also gives 
managers more time to plan and 
monitor. This encourages a busi- 
ness-like approach to service de- 
livery. Managers don’t need to 
concer themselves with day-to- 
day operations. These become 
the responsibility of the organiza- 
tion which supplies the service. 
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Does your city shop around for bus services? 


World-wide transit revolution saving taxpayer money 


by Peter Holle 

What do Fort Wayne, Indiana, 
London, England, Wellington, 
New Zealand, and Mississauga, 
Ontario have in common? These 
cities buy some or all of their bus 
services from competing bus 
companies. It’s all part of the 
“shop around" trend sweeping 
government services world-wide. 
Competition is in -- costly, old 
style monopoly bus systems are 
out. 

The thought of a town or city 
“shopping around” for transit bus 
service is probably new to many 
Canadians, but it’s happening in 
more places every day. Why? 
The main reason: If a city shops 
around for bus service, it saves 
taxpayers a lot of money. 

According to Wendell Cox, a 
St. Louis-based authority on pub- 
lic transit, communities can save 
between 30%_to 60% of the cost 
of bus services by shopping 
around. A competitive environ- 
ment offering alternatives be- 
tween different suppliers is the 


key to saving taxpayers money on 
public bus services. 
The following are some of the 
savings that several US cities 
have achieved by shopping 
around for bus services: 
¢ Los Angeles- 41% savings on {o- 
cal and express public transit 
routes (Price Waterhouse Study) 

© St. Louis -50% projected savings 
on bus lines contracted out, ac- 
cording to local transit officials. 

© Houston - 30% savings on park- 
and-ride services now supplied 
on competitive basis. 

Since 1988, Denver has saved 
over 30% by replacing the mo- 
nopoly with a system that uses 
outside suppliers on 20% of the 
city’s routes. The added benefit, 
according to the Rocky Mountain 
Times Newspaper, an enthusiastic 
supporter of competitive bus serv- 
ices, is that private companies 
generate several million dollars 
in new tax revenues. By moving 
bus service into the private sector, 
Cox calculates that governments 
get back around 5% of the value 


of the contract in extra tax reve- 
nues - an added bonus for taxpay- 
ers. 

The following article, pre- 
pared by Wendell Cox, summa- 
rizes developments in the bus 


transit industry world-wide. In 
general, the survey confirms that 
governments who substitute com- 
petition for monopoly save tax- 
payers a lot of money while 
improving service. Many cities 


have used the savings to expand 
service or reduce fares. The re- 
sult: higher bus ridership and a 
friendly boost to the environment 
as thousands are coaxed out of 
their cars. 


Nearly 50% of the bus service in London, Engiand is being provided by the private sector. Taxpayers 
have been the big winners as costs have declined by 34% a mile since 1984. 


How shopping around for bus services 
saves taxpayerS MONEY source: wendett cox 


- international 


Copenhagen, Denmark 

Recently, the Danish Parlia- 
ment enacted mandatory public- 
private competition legislation for 
public transit bus services in Co- 
penhagen. The law requires 45% 
of the system to be subject to com- 
petitive bidding by 1994. With 
30% of the services converted to 


“= Savings achieved by 
contracting municipal 
bus services 


40% 50% 


| 
| 


Copenhagen, Denmark 
Stockhoim, Sweden 
Christchurch, NZ 
London, England 

San Diego, Ca. 
Wellington, NZ 

Los Angeles, Ca. 

Denver, Colorado 
Austin, Texas 

Cobb County, Georgia 
Miami, Florida 

Fairfax County, Virginia 
Johnson County, Kansas 
Mississauga, Ont. 
Gothenburg, Sweden 
Minneapolis, Minnesota 
St. Louis, Missouri 
Houston, Texas 


competitive contracts, there has | services. In the city of Gothen- | 
been a reversal of a downward | burg, competition reduced costs 


ridership trend. With overall sav- 
ings estimated at 10 to 15%, Dan- 
ish politicians are now 


| 
| 
| 


considering making the whole | 


system competitive. 


Sweden 
In 1989, the Swedish Parlia- 
ment passed legislation to encour- 
age competition in city bus 


| 


_ 20% 


per mile by nearly 50% between | 


1989 and 1993. In Stockholm, 
20% of bus service has been 
opened to public-private competi- 
tion and some commuter rail serv- 
ice, saving the transit system 
almost 20%. 


New Zealand 
A 1989 amendment to the Lo- 


30% 
4 


m 


* maximum savings on specific routes 


cal Government Act requires that. duced its system-wide costs by 


cities provide all public transit 
services commercially or through 
a “competitive pricing proce- 
dure." As part of this initiative, 
the central government has tied 


subsidies for local transit services | 
to competitive provision of bus | 


services. A competitive bidding 
system for all school bus services 
is also required. 

The City of Christchurch re- 


60% 70% 


32% in the initial round of con- 
tracts, while the City of Welling- 
ton used competition to trim its 
bus system costs by 20%. 


Australia 

The potential for improved ef- 
ficiency convinced the newly 
elected Liberal government to 
convert a number of bus systems 
to competition, including Mel- 
bourne, Sydney, Brisbane and 
various inter-city coach routes. 


London, England 
[he London bus system is the 


' world’s largest competitive transit 


program, using 30 companies to 
Operate more than 270 routes 
while retaining service and fare 
coordination. More than 2,400 
buses are competitively con- 
tracted, totalling nearly 50% of 
London’s bus services, London 
Operates more buses by competi- 
tive contract than ure operated by 
all U.S. public agencies except 
New York. 

Overall, London Transport’s 
bus costs per mile have declined 
34% (inflation adjusted) since 
1984, when public-private com- 


| petition began. In the year ending 


March 31, 1993, bus costs were 


+ $500 million (U.S.) less than they 


would have been if costs had risen 
with inflation. Since 1984, $2.4 
billion (U.S.) has been saved rela- 
tive to inflation. 

Subsidies declined from 55% 
of operating costs to 15%, while 
service levels were increased 
20%. By comparison, public 
transit bus systems in New York, 
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San Francisco, and Boston carry 
more passengers per mile but re- 
quire operating subsidies of more 
than 50%. 


Other Places 
Other countries moving to 
public-private competition in 
mass transit bus services include 
Norway, Finland and South Af- 
rica. 


United States 


San Diego, California 

San Diego has a unique transit 
organization. The city’s role is to 
provide rather than directly oper- 
ate bus services. Both public and 
private companies provide serv- 
ices, with 30% of the city’s bus 
routes subject to competitive con- 
tracting. 

San Diego has a routine pro- 
gram for injecting competition 
into its system. Between 1979 


and 1993, the city’s bus system 
costs per mile have declined more 
than 20% after adjusting for infla- 


tion. Competitive services in San 
Diego average 48% less per mile 
than non-competitive services. 
The savings from competitive 
bidding over the past fourteen 
years would be enough to operate 
the city's transit system for three 
years. 


Los Angeles, California 

Los Angeles contracted out 
transit routes that were threatened 
with cancellation when the city 
ran short of money. More than 
10% of the system is now com- 
petitively contracted out by the 
City of Los Angeles and the 
County of Los Angeles. Rider- 
ship on the contracted routes in- 
creased 150% even though 
overall transit ridership declined 
in the Los Angeles area. 

In an independent audit, Price 
Waterhouse reported savings on 
some routes up to 69% due to 
contracting, as well as an im- 
provement in service reliability of 
over 300%, a 75% reduction in 
passenger complaints, and virtu- 
ally the same safety performance 


Other municipal services that could be contracted out? 


experienced by the region’s gov- 
emment operated service. 

Part of the lower operating 
costs have been passed on to cus- 
tomers in the form of lower fares, 
which in tum increased ridership. 


Denver, Colorado 
In 1988, Colorado brought in 
legislation requiring Denver’s 
public transit system to competi- 
tively contract out 20% of its bus 
service. An independent account- 
ing firm found cost savings of 
31% from competitive contract- 
ing. Excluding transitional costs, 
savings over a five year period are 
estimated at nearly $30 million. 
The program has worked so well, 
the city has now expanded the use 
of contracted services beyond that 

required by the legislation. 


Dallas, Texas 
Dallas freely expanded transit 
services through public-private 
competition. More than 200 
buses operate under contract. 


Austin, Texas 
Austin provides more than 
40% of its bus service through 
competitive contracting. Costs 
per service hour in the contracted 
services are 44% less than those 
of the public service. 


Minneapolis-St. Paul, 
Minnesota 

Rapidly rising transit costs led 
local agencies, including the Uni- 
versity of Minnesota and subur- 
ban municipalities, to begin 
"Shopping around” for transit 
services in 1982. More than 15% 
of city services are now provided 
under competitive contracts. 

Most of the early contracts 
were won by private carriers. 
However, as time progressed, the 
public transit agency was able to 
reduce its costs per mile by 12% 


after accounting for inflation. | 


This permitted the Metropolitan 
Transit Commission to submit 
more competitive bids and win 


back a number of contracts. As a 
result of competition, the taxpay- 
ers in Minneapolis - St. Paul have 
saved nearly $150 million since 
1982 ~ more than enough to oper- 
ate their entire transit system fora 
year. 


Cobb County, Georgia 

Cobb County, in the Atlanta 
area, used public-private compe- 
tition to establish its new transit 
system. Operating costs per hour 
are 28% below those of non-com- 
petitive services. In its second 
year of operation, ridership in- 
creased by nearly 40% while 
overall transit ridership in the re- 
gion dropped. 


Las Vegas, Nevada 
In 1992, Clark County estab- 
lished a new regional transit sys- 
tem. The entire system was 
competitively contracted to ob- 
tain quality service at the lowest 
price. 


Greensboro, North 


Carolina 
The city of Greensboro re- 
placed its public utility provided 
transit system with a competi- 
tively contracted system. This 
minimized unit costs and permit- 
ted the system to expand. 


Miami, Florida 
Following Hurricane Andrew 
in 1992, Metro-Dade Transit used 
200 competitive buses and vans to 
serve the devastated area. Cost 
savings were approximately 50 | 
percent. 


Fairfax County, Virginia 
Rising transit costs persuaded 
Fairfax County to convert its bus 
system to competition in 1986. 
The county estimated cost savings 
to taxpayers of 39%. The system 
has since been expanded. 


Johnson County, Kansas 
This Kansas City area county 
adopted competitive contracting 
for its bus system and reduced its 


Canadian Taxpayers Federation Board of Directors 
Art Fox 


Bob Matheson, C.M., Q.C. 


Bob is a lawyer and a senior 
partner with the firm Matheson and 


Company in Edmonton, Alberta. | 


He was the founding president of the 
first Crime Stoppers organization in 
Canada and is a past member of the 
board of Crime Stoppers Intema- 
tional. He is a former Edmonton Al- 
derman, a recipient of the Order of 
Canada, and is former chairman of 
the Allan Gray Hospital. Bob is ac- 
tively involved in a number of other 
community activities. He and his 


wife, Gerri, reside in Edmonton, AB. ! 


t 


Art retired after serving 20- 
years with the R.C.M.P., and was in 
charge of the Saskatoon detach- 
ment at retirement. Since then, he 
has worked with two trust compa- 
nies and did consulting work for a 
number of companies. He is the 
former chairman of the Canadian 
Paraplegic Assoc., Past-President 
of the R.C.M.P. Veterans Associa- 
tion, and has been actively involved 
in a number of youth organizations. 
He and his wife, Bunny, reside in 
Saskatoon, Saskatchewan. 


Norm Wallace 


Norm is the President and Chief 
Executive Officer of Wallace Con- 
struction Specialities in Saskatoon, 
Saskatchewan. He also owns a farm 
south of Saskatoon. He is the Past- 
President of the Saskatoon Con- 
struction Assoc. and the Past- 
President of the Saskatoon Busi- 
ness Club. Norm is active in numer- 
ous community activities including 
the Family Services Bureau where 
he served as a board member for 
eight years. He and his wife, Agnes, 


ap" 


! five in Saskatoon, Sask, 


| 


Tom is the Chairman and CEO 
of International Colin Energy 
headquartered in Calgary, Alberta. 
The company is involved in oil/ gas 
exploration and development and is 
listed on both the Toronto and 
American Stock exchanges, He's 
also involved in an ostrich ranch in 
Three Hills, Alberta. Tom is a long- 
time advocate of responsible gov- 
ernment and has worked 
extensively for change in the politi- 
cal process. Tom and his wife, Car- 
men, live in Three Hills, Alberta. | 


unit costs by 33%, 


Specialized transit 


services 

Transit’s most rapidly expand- 
ing market segment is specialized 
services for the disabled and the 
elderly, These services usually 
provide door-to-door service 
("dial-a-ride" services) and are 
usually operated with small buses 
or taxicabs. Nearly 70% of spe- 
cialized services for senior citi- 
zens and the disabled are now 
operated under competitive con- 
tract in the United States. 


Canada 


In general, Canada Jags behind 
in using competition to lower 
costs to taxpayers in operating 
public transit systems. Some ex~- 
amples of the use of competition 
in bus services include the follow- 
ing: 

Suburban services are subject 
to competitive contracting in the 
Toronto area, with savings in sub- 
urbs such as Mississauga reported 
at more than 20%. 

The Montreal area has had 
competitive bids for transit routes 
in the suburbs for nearly 10 years. 
At least 100 bus routes are com- 
petitively contracted out. 

Smaller community services 
are competitively contracted out 
in British Columbia, Saskatche- 
wan, Ontario and Quebec. 

Private companies now pro- 
vide roughly half of all school bus 
services in Canada. 


What can 
taxpayers do? 


Ask your politicians to look 
at "shopping around" for vari- 
ous services. Talk to your local 
council, your MLA, as well as 
the Minister responsible for 
Municipal Affairs. Tell them 
that competition in public serv- 
ices should be introduced to 
save your tax dollars. 


Norm started his own electrical 
contracting business in Regina in 
1957. He's currently involved in 
manufacturing a refrigerant recov- 
ery and recycling unit and a fuel 
injector purge system. He is the 
Past-President of the I!luminating 
Engineers Society, and Past-Presi- 
dent of the Electrical Contractors 
Assoc. of Saskatchewan. Norm 
also served as a board member of 
the Regina Construction Associa- 
tion. Norm and his wife, Rose, live 
in Regina, Saskatchewan. 
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More work - less taxation 


by Norm Baker 


thought when it comes to taxa- 
tion. First you have the govern- 
ment bureaucracy that essentially 
believes all income belongs to 
the government except that 
which it expressly allows the tax- 
payer to keep. It’s with this atti- 
tude that Canadian governments 
override the views of the vast 
majority of Canadians and arbi- 
trarily increase or introduce new 
taxes. 

The bureaucracy sees govern- 
ment as the ‘all-knowing’ master 
of the economy and of society. 
When the country goes through a 
recession, they believe it’s the 
government’s role to stimulate 
the economy and provide new 
jobs. The bureaucracy also be- 
lieves that governments have the 
right to redistribute society’s 
wealth and solve all its problems. 
Taxpayers exist simply to serve 


Madsen Pirie - left unchecked 
the bureaucracy will keep on in- 
creasing taxes. 


reaucracy. 

Certainly there is a need for 
social programs which redistrib- 
ute wealth to those in need. 
However, it was never intended 
that these programs be consid- 
ered as long-term solutions to our 
country’s social problems. Yet, 
that’s what they’ ve become. 

The second school of thought 
is represented by the productive 
segment of society -- the private 
sector. It believes that every- 
thing individuals produce be- 
longs to them unless they 
expressly give it to the govern- 
ment through their political rep- 
resentatives. 

This, however, 
problem begins -- after a few 
months in Ottawa, many politi- 
cians return with all sorts of 
strange notions. They claim that 
governments can effectively re- 
distribute income and reform so- 
ciety through taxation and 
subsidies. They have quite liter- 
ally been taken captive by the bu- 
reaucracy, 


However, by increasing 


spending and taxes, the govemn- | 


ment makes the private sector 
less productive, which in turn 


| leads to greater unemployment. 


The more people you have on 
unemployment and welfare rolls, 
the greater the inequality in in- 
comes. Consequently, govern- 
ment efforts to remove 
inequality, in the long run, actu- 
ally contribute to it. 


| the whims and notions of the bu- | 


There seem to be two trains of } | their big spending 


is where the | 


The fact is, governments and | 
plans have 
simply not worked. Make-work 
projects don’t create jobs; they're 
simply new ways to spend 
money. When the money runs 
out, the jobs stop and taxpayers 
are left having to pay back a big- 
ger debt through increased taxa- | 
tion. Taxpayers are still paying 
for government make-work pro- 
jects popular in the 70s and early 
80s. 

In 1987, Dr. Madsen Pirie, a 
key advisor to British Prime 
Minister Margaret Thatcher, 
spoke in Regina. In his speech, 


he said that if the bureaucracy 


was left unchecked it would in- 
crease taxes higher and higher 
and let the country continue on a 
downward spiral. 

This point was driven home at 
the Canadian Taxpayers Confer- 
ence, held in Calgary in January, 
1993. Bjorn Tarras-Wahlberg, 
President of the Swedish Tax- 
payers Association, said that by 
the early 80s income taxes in 
their country had reached a top 
level of 85%. It’s almost unbe- 


lievable taxes could get that high, 
but it’s to be expected when bu- 
reaucracies go unchecked. 

This level of taxation had a 
serious impact on their economy. 


Bjorn Tarras-Wahiberg - Income taxes in Sweden had reached a top 


level of 85%. 


The Swedish Taxpayers Associa- 
tion took up the cause for re- 
duced taxation. Their initiative 
caught the imagination of the 
people, and they were able to get 
Swedish taxes reduced to a maxi- 
mum of 50% of income. 

Increased government spend- 
ing and taxation are not the solu- 
tions to the economic and social 
problems facing our country. 
People need work, not welfare. 
They need jobs, not unemploy- 
ment insurance. They need gov- 
ernment to reduce taxes and 
leave the economy alone to pro- 
duce the jobs our country so des- 
perately needs. 


Taxes - Russian style 


"Consider what happened to 
an American company, Phibro 
Energy Production. that had in- 
vested $140 million to pump oil 
in Siberia. Local authorities first 
taxed all of Phibro’s revenues up 
to 20%. A 32% income tax was 
soon added and a 28% value- 
added tax piled on top of that. 
Phibro workers were hit with a 
40% income tax: then, on the 
recommendation of IMF, a $6 a 
barrel export tax was levied. Still 
more taxes were assessed - for 
mineral use and rehabilitation. 
Moscow also ordered the com- 
pany to convert half its dollars to 
ever shrinking rubles at the gov- 


emment decreed rate, Phibro is 


grimly hanging on." 


Taken from "A bold step to save Russia” 
Readers Digest, July 1993. 


Fun in the sun - someone has to pay 


This past September, while 
many MPs and candidates were 
hard at work campaigning for the 
October 25 election, seven MPs 
who were quitting politics, many 
with fat pensions in hand, were 
enjoying fun in the sun at taxpay- 
ers’ expense. 

The Commonwealth and In- 
terparliamentary Associations 
were holding conferences in the 
Mediterranean and Australia re- 


Who went where? ; 


To Australia 


Retiring MPs 

. Les Benjamin (NDP - Regina, Sask) 

. Walter Van de Walle (PC - St. Albert, 
Ab) 

. Bruce Halliday (PC - Oxford, Ont.) 

. Edna Anderson (PC - Simcoe Cen- 
tre, Ont.). 

Senators 

. Peter Bosa (Lib - York Coboto, Ovi): 

. Philip Lewis (Lib - St. John’s, Nfld) 

. Lome Bonnell (Lib - Murray bo 
P.E.I.) 

. Gerald Comeau (PC - Nova Scotia) 

To Cyprus 

Retiring MPs. - Bat. 
. Howard Crosby (PC - - Halifax, NS) 
- Stan Darling (PC - Party Sound, 
Ont.) 
. Maurice Foster (Lib - Algoma, Ont) 

Senators ; : 
yen Pesrauit Loft > Bu 
a Be C, } oe pty 


suing Boos ifigsbou 


spectively. With the federal 
election in full swing, MPs who 
were seeking re-election weren’t 
interested in attending these 
events, so seven retiring MPs, to- 
gether with six Senators, were 
sent. 

This proved to be quite con- 
troversial. One of the purposes 
for sending members is to estab- 
lish relationships with politicians 
from other countries so that, 
when issues affecting Canada 
come up in these countries, we 
have contacts already estab- 
lished. This, of course, begs the 
question why we would send 
MPs who will no longer sit in the 
House. It’s this type of situation 
that causes many to look upon 
these trips as just another one of 
the many perks enjoyed by our 
federal politicians. 

This controversy has focused at- 
tention on the eight virtually un- 
known parliamentary associations 
to which Canada belongs, These 
include the Commonwealth Parlia- 
mentary Association, with a yearly 
membership fee of $112,000, the 
Interparliamentary Union with its 
$65,000 annual fee, the Association 
of French Speaking Parliaments 
with its $100,000 membership, and 
the NATO Parliamentary Associa- 
tion with a $125,000 yearly fee. 
(The remainder have no annual 


fee.) 

For just $20 a year, MPs and 
Senators can join any of these as- 
sociations, making them eligible 
to attend the Association's con- 
ferences. Membership in the 
various associations has been 
quite popular. At last count the 
Commonwealth Association, tor 
example, had 212 members. 

In total, the government sends 
about 50 delegations of politi- 
cians each year to meetings of 
these associations, and of course 
taxpayers are on the hook for all 
the travel and accommodation 
expenses. These delegations are 


Les Benjamin - to Australia 


usually large enough to ensure 
there is a representative from 
both the House of Commons and 
the Senate, and from each politi- 
cal party represented in the 
House. 

Initially, the MPs and Sena- 
tors are chosen by the associa- 
tion’s secretariat based on their 
qualifications and the issues be- 
ing discussed. However, the 
party Whip essentially has the fi- 
nal say on who goes. 


Whipped into shape 

Each political party has a 
Whip whose job (among other 
things) is to ensure that MPs toe 
the party line, even if it means 
going against the wishes of their 
constituents, The fact that the 
party Whips play a major role in 
deciding who can go to these 
conferences has done little to dis- 
pel controversy over our globe- 
trotting politicians, 

As one official told The Tax- 


payer, "You know, the system of 


having political parties in the 
House of Commons and the Sen- 
ate really depends on having 
some watchdog arrangement that 
the various parties can exert over 
their members." 

"For instance, if some MP is 
proposed by the association who 
has not carried out his or her re- 


sponsibilities in the eyes of the 
Whip, then the Whip can step in 
and say, “no, we don’t think the 
person should go’. It’s rough 
justice, but you’re in the party 
system and that’s one of the ways 
of making it work." 

By dangling such carrots as 
world travel before MPs and 
Senators, the political parties are 
able to keep their politicians in 
line. So instead of representing 
the views of their constituents to 
Ottawa, they represent their 
party’s views to their constitu- 
ents. It’s called democracy -- 
Canadian style le. 


Maurice Foster - to Cyprus 
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Debts and deficits cause worry 


Should we be worried? This past year, the federal government had its credit rating downgraded. Six provinces, including Canada’s two 
largest provinces, had their credit ratings downgraded. Four provinces have their credit ratings verging on junk bond status. Last spring, 
one agency put all ten provinces under review and assigned each of them a “negative outlook”. 


The federal government and 
six provincial governments all 
have one thing in common: At 
some time during the past few 
months they have had their 
credit rating downgraded by one 
of the four major bond rating 
services, 

These ratings are used we ma- 


jor investors to help determine 
what bonds to purchase. For ex- 
ample, some pension funds will 
only purchase bonds with a AA- 
rating or higher, while other 
pension funds will only pur- 
chase bonds with a AAA rating. 

As the ratings of a bond issue 
fall, fewer investors are willing 


to buy the bonds, making them 
more difficult to sell. This past 
spring the government of Sas- 
katchewan, with its BBB rating, 
stated that the number of inves- 
tors willing to purchase their 
bonds had fallen from 100 to 25. 

These downgrades also re- 
flect an increased concern about 


Ratings of Canadian  govertinents by bond rating services 


mas 

Canada 
The Canadian Bond Rating 
Service (CBRS) downgraded 
the government of Canada’s 
creditworthiness from AAA to 


AA+ in April. In its release, 
CBRS noted that at the end of 
1991-92 a quarter of the federal 
government's federal debt was 
held internationally -- the high- 
est exposure to outside debt 
among any of the world’s seven 
largest economies. CBRS 
stated, "As one of the most in- 
debted of the G7 nations, and 
with such a high level of foreign 
debt, Canada’s position in the 


the government’s credit worthi- 
ness and put pressure on the 
government issuing the bonds to 
provide a higher interest rate to 
entice buyers. Higher interest 
rates mean increased costs for 
governments which are already 
strapped for cash. 

When bonds receive ratings 
of BB or lower, they are classi- 
fied as what is commonly re- 
ferred to as junk bonds. Four 
Canadian provinces -- PEI, 
Nova Scotia, Saskatchewan, 
and Newfoundland -- are dan- 
gerously close to this mark, hav- 
ing received a BBB rating from 
one or more of the major bond 
rating services. If these prov- 
inces were to receive this type of 
downgrade, there is a risk thatno 
one would be willing to pur- 
chase these bonds. 

The consequences would be 
dire: Governments wouldn't be 
able to spend a single dollar it 
didn’t have in hand -- and any 
money it did have would have to 
first be paid, not for health care, 


not for education, not for social 
services or police or civil service 
wages, but for interest on the 
debt which governments have 
irresponsibly and recklessly run 
up. 

New Zealand was the first in- 
dustralized nation to experience 
the serious consequences of not 
being able to borrow money. Is 
Canada next? 


Ontario's Rae government —- talk- 
ing about the federal goverment 
taking over provincial debts. 


Why the ratings were downgraded 


} | graded by DBRS and by MBRS 
' in October. DBRS downgraded 


international financial markets | 


has come under scrutiny by for- 
eign lenders." It added that the 
Canadian government was not 
dealing with its deficits aggres- 
sively enough. 


Nova Scotia 
Nova Scotia was down- 


the province from A (low) to™ 


BBB (high) because of its high 
interest costs, deficit and debt 
levels relative to GDP, a weak 
economy, and a decrease in 
transfer payments from the fed- 
eral government. These factors 
have left the province in a diffi- 
cult position to deal with its defi- 
cit situation. 


Newfoundland 

Dominion Bond Rating Serv- 
ice (DBRS) downgraded New- 
foundland’s rating in May from 
BBB to BBB low. A number of 
factors were cited, such as the 
high provincial debt which, at 
68% of GDP (the total yearly 
production of goods and serv- 
ices in the province), is at the 
highest level in the country. 
This has forced the province to 
ailota considerable portion of its 
revenues just to pay the interest 
on previous debt. Despite the 
province’s wiliness to deal with | 
its deficit, the weakness of the 
Newfoundland economy, cou- 
pled with limits on the growth of | 
faderal transfer payments, will 
make it increasingly difficult for 


| 


| of GDP. 


the province to deal with the 
situation. 


Saskatchewan 

DBRS downgraded Sas- 
katchewan’s rating from BBB 
high to BBB in May. Although | 
the Saskatchewan government 
has made efforts to reduce its 
deficit, the province’s debt load, 
including unfunded pension li- 
abilities, is still high. It’s debt 
load sits at approximately 65% 
This has resulted in 
high debt servicing costs. As | 
well, recent tax increases have | 
given Saskatchewan one of the 
highest tax levels in the country. 
The combination of high tax lev- | 
els, high deficit levels, and an 
agricultural sector that has still 
not recovered from a worldwide 
decline in prices and demand, is 
a straitjacket from which the 
province will not soon be free. 
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Quebec 
The province of Quebec was 


| June. 


downgraded by Standard and 
Poor (S&P) from AA- to A+ in 
Moody Bond Rating 
Service (MBRS) also down- 
graded Quebec’s debt to Al. 
S&R downgraded Quebec’s 
long term debt because of in- 


; | creases in Quebec’s debt load 


and because of projections of 
further increases. As well, the 
province’s budgetary situation 
does not give the province any 
opportunity to reduce its yearly 
deficits. The province’s debt 
rose from a level equal to 42% 
of its total annual production of 
goods and services in 1990 to 
52% as of March 31, 1993. This 
is one of the highest debt bur- 
dens of any province. 


Manitoba 

The Manitoba government 
was downgraded by the CBRS 
in June from AA to A+. The 
province's fiscal position had 
been improving between 1986 
to 1990. Since that time, how- 
ever, its debt load has increased. 
Its tax rates are at the upper 
range among the provinces, 
which means the provincial gov- 
ernment has less room to raise 


ae 


new revenues. The province’s 
budgeted deficit for 1993-94 is 
the second highest in six years. 
Despite slow growth in expendi- 
tures, deficits have persisted, 
and lessened the province's fi- 
nancial flexibility. 


Ontario 
The Ontario government re- 
ceived a rude awakening the 
last week of November. It was 
downgraded by two bond rating 


agencies. Dominion lowered 
the province’s rating from an 
AA (low) to A (high). A num- 
ber of factors were cited, in- 
cluding the province’s rapid 
accumulation of debt, which 
has risen sharply from 20% of 
GDP in 1990 to 31.6% and this 
trend will continue as deficits 
remain high. As well, because 
of high taxes Ontario has little 
room to raise additional reve- 
nues. Other concerns included 
the debt of Ontario Hydro, as 
well as the unfunded liabilities 
at Workers’ Compensation and 
the unfunded pension liabili- 
ties. | S&P downgraded On- 
tario from AA to AA-. It cited 
the provinces weakened resolve 
to deal with its deficit. 
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Our self serving governments 


by Charles Bens 


Governments at every level 
in North America are strug- 
gling to put their financial 
house in order, with question- 
able results. Why is it so diffi- 
cult for governments to develop 
meaningful cost reduction 
strategies? Why must they in- 
evitably resort to fear-monger- 
ing tactics, typified by threats 
of higher taxes and/or service 
cuts? 

The answer lies deep within 
the bureaucracy. A few case 
studies from public sector or- 
ganizations in Canada will help 
shed some light on these ques- 
tions. 


Municipal bureaucrats 


circle the wagon 

A few years ago, a Chief Ad- 
ministrative Officer (CAO) ofa 
large Canadian city circulated a 
memo indicating he wanted al] 


departments to collectively re- | 


duce their budgets by $6 mil- 
lion. He gave them the 
mandate to propose user fees 
and/or cost reductions through 
greater efficiencies. Much to 
his chagrin, the departments 
proposed $6 million in user fees 
-- and not one dollar in produc- 


tivity gains. 

However, these managers 
had no interest in cutting $6 
million from their budgets just 
so the CAO could finance some 
of his pet projects, so they 
threw the ball back to him in the 
form of politically unpopular 
user fees. 

In these types of situations, 
bureaucrats normally place pri- 
ority on survival and protecting 
their own turf. More often than 
not, the concerns of the taxpay- 
ers are more often than not rele- 
gated to a secondary position. 


Looking out for #1 
Recently, one of the larger 
ministries of the Ontario gov- 
ernment was required to put 
forward a cost reduction strat- 
egy. After long and arduous 
deliberations, conducted at the 
most senior levels of the minis- 
try, a plan was put forward that 
called for the closing of several 
field offices, thereby eliminat- 
ing half the middle manage- 
ment positions in the ministry. 
What was interesting about 
this little down-sizing exercise 
was not what happened, but 
rather what didn’t happen. 
While the number of field of- 
fices were essentially cut in 


Charles Bens is a consultant specializing in budgeting and manage- 
ment techniques for governments. He is considered one of Can- 
ada's foremost authorities on measuring government performance. 
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SACRIFICES 


half, the numbers of senior 
management employees or As- 
sistant Deputy Ministers 
(ADMs) was not reduced at all. 
Six ADMs were said to be es- 
sential to provide the Deputy 
Minister with advice on the 
many rapidly changing situ- 
ations in the ministry. 

To lower level employees, 
this double standard was not 
surprising. Once again, those 
who made the decisions demon- 
strated that they were capable 
of looking out for number one 
-- themselves. 


The self-scrutiny 


“dilemma” 

A few years ago, a federai 
government department de- 
cided to steal a page from the 
private sector and introduce the 
concept of Total Quality Man- 
agement. By stressing cus- 
tomer satisfaction, employee 
involvement, and other efforts 
to continuously improve, it was 
thought that costs could be re- 
duced and service quality could 
be increased. 

One of the key elements of 
this program was a streamlin- 
ing of the process by identify- 
ing those departmental 
functions that were no longer 
necessary. The challenge was 
to get the various groups in- 
volved in eagh function to iden- 
tify the Ainnecessary of 
inefficient parts of the process. 

What is obviously implied in 
this procedure is that some peo- 
ple will have all or part of their 
work declared redundant. Is it 
any wonder that very few man- 
agers were eager to put their 
departments through such scru- 
tiny? Who wants to have their 
part of the process reduced or 
eliminated? 

Needless to say, Total Qual- 
ity Management programs in 
government have not produced 
Many Successes. 

In most cases, when dealing 
with a government bureauc- 


racy, it is necessary to impose 
fiscal discipline, and this often 
requires budget reductions. 
Unfortunately, the fearmonger- 
ing that follows these cuts in- 
variably results in controversy 
and, finally, a watering down of 
the initiative to the point that it 
becomes meaningless. 


Cost cutting guidelines 

There are varying degrees of 
waste in government opera- 
tions, ranging from as low as 
5% to as high as 30% or more. 
The problem is not in determin- 
ing how much waste there is, 
but rather how to get it out of 
the system. 

The barriers to a successful 
attack on government waste are 
formidable, and include such 
things as poor attitudes, lack of 
skill or initiative, and a wide 
range of systemic or contrac- 
tual limitations. These barriers 
can and must be overcome 
through determined and well 
thought-out strategies. 

Some of the techniques citi- 
zens can encourage politicians 
and bureaucrats to use include 
the following: 


1. Specific direction & targets | ciency, that significant savings 


Politicians should not be 
vague about what they expect. 
For example, a 5% reduction of 
spending with absolutely no re- 
duction in-service is an achiev*" 
able goal for most government 
departments. 


2. Incentives 

There should also be incen- 
tives for those who take this 
challenge of cost reduction se- 
riously. Departments should be 


allowed to keep a percentage of 
what they save (perhaps as 
much as 25%) to put into new 
programs, technology, bonuses 
or other improvements which 
benefit the staff. 


3. Accountability 

Somebody needs to specifi- 
cally own the responsibility of 
cost reduction and service re- 
tention. Citizens should en- 
courage their councils to 
develop performance contracts 
with all department heads, 
spelling out specific objectives 
and targets. High performance 
might justify a bonus of some 
kind; low performance might 
warrant dismissal. 


4. Performance measurement 

To ensure that costs are actu- 
ally going down and service 
levels are being retained, citi- 
zens should insist that reliable 
performance measurements are 
developed for every depart- 
ment. Many managers will not 
know how to create such a sys- 
tem and will need some train- 
ing. 

It has been my experience as 
a consultant for governments 
seeking to improve their effi- 


can be made in government 
spending without reducing 
services or even significantly 
reducing the number of em- 
ployees. However, politicians 
need your support and encour- 
agement to make the tough de- 
cisions necessary to get 
Canada’s fiscal house in order. 
The longer they wail, the more 
painful the process wil] be for 
all Canadians. 


Financial Statement 
The following is the financial statement for the Canadian laxpayers 
Federation, year ending June 30, 1993. This includes revenues trom 
all provinces. The annual audit is carried out by Price Waterhouse. 


Revenue 
Subscriptions/Donations 


Canadian Taxpayers Conference-Calgary 


Interest and other 


$2.932.730 
.-.$ 39,768 
Ss 1.149 


pe RR ee cate ete ieee re 1. $2,973,647 


Expenses 
Advertising 
Bank charges and interest 


Canadian Taxpayers Conference-Calgary 


Data collection and field operations 


Depreciation 
Miscellaneous. 
Moving expense 
Office cleaning and renovations. 
Office supplies 
Postage 
Printing and distribution 
Professional and legal fees 


Repairs and maintenance 


Salaries, wages and field management costs 
Seminars, research and development 


Shipping, freight and courier 
Support for taxpayer groups 

Telephone 
Travel and conferences . . 
Utilities 


Loss on sale of capital assets ........ a ereislain a meerersys a} 


. $1,303,868 

$ 15,587 

$ 919 

$ 25,424 

$ 6,608 

$ 26,602 

$ 66.833 

$ 66,950 

$ 9,781 

++. 5 43,296 
.$ 20,091 

$ 13,827 

$ 907.691 

$ 28,557 

$ 17,253 

$ 50,629 

$ 71,873 

$ 68,383 
ieee 7.449 
- $ 2,945,256 
7,237 


Total Expemses .......csccccvecscees kite ies aeees $2,952,493 


Surplus 


Excess of revenue over expenses for the year........$ 


21,154 


Major changes 
Diversification 


On November 26, Lloyd | 


Axworthy, Minister of West- 
ern Economic Diversifica- 
tion (WD), announced a 
major overhaul of the depart- 
ment’s mandate. WD pro- 
vides government assistance, 
primarily through interest- 
free loans to businesses in 
western Canada. The 
changes will see the depart- 
ment focus its funding on 
projects employing fewer 
than 50 people. 

With this change, WD will 
also scrap plans to provide 
funding for 42 projects that 
now fail to meet the govern- 
ment’s new criteria. These 
projects may include a tissue 
plant in Redcliff, Alberta, 
and a plan to manufacture 
shotgun shells in Vancouver. 

Since its inception in 1987, 
WD has certainly had its share 
of controversy. This includes 
a list of failed companies that 
have left a trail of wasted tax 
dollars. 

As well, businesses have 
complained that the govern- 


ment was using their tax dol- 


lars to fund their competition. | 


Business groups such as the 
Canadian Federation of Inde- 
pendent Business have repeat- 
edly called for the end of all 
government subsidies to busi- 
ness. 

Commenting on the recent 
changes, Jason Kenney, 


| spokesman for the Canadian 


Taxpayers Federation, said 
the changes were only cos- 
metic and won't stop the drain 


: of tax dollars. He said, "While 


small-business job creation 
should be a central priority for 
this government, tax-funded 
handouts do the small busi- 
ness sector more harm than 
good." 

Kenney also called for the 


| end of government subsidies 
| to business. He said instead of 


forcing business to finance 
their competition through 
subsidies, the government 
could provide job creation in- 
centives by reducing tax rates. 

WD was initially set up by 
the federal government as a 
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at Western Economic 
change little 


$1.2 billion fund to provide 
financial assistance to busi- 
nesses in Western Canada. 
This fund eventually became 
a government department 
with an annual budget of 
about $200 million. 


| 


Approximately 85% of 
WD's funding is provided in 
the form of interest-free 
loans, while the remainder is 
handed out in the form of 
grants. WD has over $1 bil- 
lion in outstanding loans in- 


| 


| 


volving 3,000 projects. - 

Plans by the government to 
continue using your tax dol- 
lars to fund business through 
WD prove you can’t change a 
leopard by re-arranging its 
spots. 


Should tax dollars from one business be used to subsidize its competition? 


Government subsidies hurt business 


August 30th was the last 
straw for Robert Stewart. 

That was the day Western 
Economic Diversification 
(WD) announced it would be 
providing a $5 million inter- 
est-free loan to help Consum- 
ers Paper Corp. build a tissue 
plant in Redcliff. Alberta. 
The government an- 


nouncement said the $59.3 
million plant would produce 
tissue from 100% recycled pa- 
per, and would employ up to 
150 people. However, what 
the release didn’t mention was 
that government would be 
subsidizing a plant that would 
be in direct competition with 
other Canadian tissue produc- 


Business leader calls for an 
end to government subsidies 
to business 


The following is an excerpt from an interview with Ted 
Newall, the CEO of Novacorp of Calgary, Alberta, on 
CTV's Canada AM. 


"Most of the money that 
goes out in government sub- 
sidies goes to highly success- 
ful companies that don't 
need it, and it has essentially 
no impact on the decisions 
they make. And you can look 
anywhere you want in the 
world, whether it’s the north 
of England or the south of 
Italy or most parts of the 
world where they have tried 
this and it’s a universal fail- 
ure; it doesn’t deliver a dif- 
ferent result. So, the most 
important thing for the 
health of business in the 
country is low interest rates 
and to get the fiscal thing 
fixed. It’s kind of hard for us 
to preach to government 
about that if we're in the 


trough. 

"If the government is giv- 
ing out money you have to go 
and get your share. So the 
best way to stop that is just to 
have them stop lavishing this 
money on business.” 


Ted Newall 


«Sms qurometnnctneneston 
ers. 

Robert Stewart is the CEO 
of Scott Paper, headquartered 
in Vancouver, He was so upset 
about government money be- 
ing used to fund his competi- 
tion that he sent out a news 
release expressing his opposi- 
tion to this type of assistance. 
Despite the fact that WD may 
now be backing away from 
providing financial assistance 
to the Redcliff plant, Ste- 
wart's release outlined a num- 
ber of good reasons why 
governments should quit sub- 
sidizing businesses alto- 
gether. 

In his release, Stewart said 
the tissue market in Canada 
has reached the saturation 
point. There are already 100 
brands of tissue paper on the 
market made from 100% recy- 
cled paper; three days produc- 
tion are chasing two days of 
demand. He added that the 
Redcliff plant would simply 
add another 33,000 tonnes to 
this excess. The situation is 
the same worldwide. 

The news release hit the 
nail square on the head when 
it said, "Additional produc- 
tion in the tissue industry can 
only mean one of two things: 
If the mill is successful it will 
cost jobs elsewhere in Can- 
ada. If the mill fails, taxpayers 
will foot the bill and the work- 
ers and economy of Redcliff 
will ultimately be the victims 
of a bad decision.” 


It was eenTt was Stewart's conten s contention 
that the new plant would need 
to take business away from 
existing mills in order to sur- 
vive. If this happened, there 
is a strong possibility jobs 
would be lost elsewhere 
through layoffs or closures. 
Therefore, any claim by the 
government that the plant 
would create 150 jobs are 
meaningless if they are simply 
taken away from other mills. 

If, on the other hand, the 
Redcliff plant was unable to 
make a go of it, then there is a 
possibility that taxpayers’ 
funding would be on the line. 

Stuart Belkin, President 
and CEO of Newstech, one of 
western Canada’s largest pa- 
per recycling companies, said, 
"| deeply resent my federal tax 
dollars being used to subsi- 
dize competition in an already 
crowded market." 

Scott Paper’s position on 
government involvement in 
business is also reflected in a 
letter the Vancouver Board of 
Trade sent to the Minister of 
Western Economic Diversifi- 
cation in April, 1992. The let- 
ter signed by Robert Stewart 
said, "As a matter of principle, 
we do not believe that govern- 
ment should be directly in- 
volved in the commercial 
activities of individual com- 
panies, because the direct 
lending to companies inter- 
feres with natural competitive 
processes in the market place 


and creates an an unhealt thy des ve 


pendency on government 
handouts. " 

There is no indication 
whether or not Consumers Pa- 
per will press ahead with the 
plant if WD funding is not 
forthcoming. If they decide to 
do so, then it will be the mar- 
ketplace that sorts out the win- 
ners and losers. 

Unfortunately, the govern- 
ment's plans to continue fund- 
ing small and medium- sized 
businesses through WD will 
perpetuate the government’s 
interference in the market 
place. Why should taxpayers’ 
money be put at risk funding 
business -- particularly in 
light of record federal defi- 
cits? 


Robert Stewart - wants an end 
_ to business subsidies. 
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- The Taxpayer 


Potential losses on companies funded 
by Western Economic Diversification 


The following is a list of projects that Western Economic Diversification 
(WD) believes are in danger of not paying back part or all of their loans 
effective December 1992. The information was supplied by WD under an 
Access to Information request submitted by the Canadian Taxpayers Federa- 


Specialty Woods International - 


Vancouver, B.C. 

Received $252,077 to improve and 
diversify its chopstick manufacturing 
facility capabilities. WD authorized a 
total $1 million in financial assistance 
to the company. 


Pacific Granistone Corp. & Pacific 


Granistone Mfg. Inc. - Delta, B.C. 
The company received $156,000 
from WD to help it export and market 
granite slabs. 


Nerita Foods Ltd. - Richmond, B.C. 
WD provided Nerita Foods two 
loans of $27,500 and $88,002 to mar- 
ket rice-based snacks and food/chips. 
The company paid back $15,500 as of 
December 1992. 


Babykins International Inc. - 
Richmond, B.C. 


Received WD funding to help de- 
velop export markets for diapers and 
baby-related products. WD approved 
$910,000 in funding but the company 
only received $55,817. 


Aqua Plus Manufacturing Ltd. - 
Vancouver, B.C. 

WD authorized a financial package 
of $370,000 to help the company mar- 
ket a patented water-flow toothbrush. 
Of this amount, the company received 
$228,412. 


Canada Hovercraft Inc. - Sidney, 


The company received $26,741 of 
an approved financial assistance pack- 
age of $75,000 from WD to market a 
hovercraft. 


D-2 Datascan Optical Storage - New 


Westminster, B.C. 

The company was trying to estab- 
lish a document storage and retrieval 
service. It received $27,140 of a total 
authorized financial assistance pack- 
age of $59,500. 


Entac Western Industries Ltd. - 
Langley, B.C. 
Entac received $35,470 to help in 
the startup of a dust suppressant/road 
stabilizer. 


International PLC Autopark inc. - 
Vancouver, B.C. 

The company wanted to construct a 
full scale prototype of an automated 
parkade system. It received $168,098 
in financial assistance from WD. 


Gregory Forest Products - Fort St. 
John, B.C. 
Received $168,442 in financial as- 
sistance from WD. The money was 


spent to convert logs into joinery stock 
for overseas market. 


Hagensborg Marine Farms Inc. - 


Vancouver, B.C. 

WD provided Hagensborg 
$1,030,000 in financial assistance to 
build a land-based fish farm to raise 
trout and salmon. 


H.G. Precision Machine Ltd. - New 
Westminster, B.C. 


Received financial assistance from 
WD to produce and develop a market- 
ing strategy for an above-ground auto- 
motive hoist. WD approved a 
financial assistance package of 
$96,000, but only forwarded $64,164. 


Adventures In Learning - Vancouver, 


Received financial assistance of 
$14,653 to construct a sound room and 
purchase equipment for a professional 
studio. 


Altero Technologies Inc. - Langley, 
B.C. 


Altero received over $473,090 to 
manufacture fitness equipment. 


Anchor implant Systems - 


___ Vancouver, B.C. 

WD provided financial assistance 
to help the company market a dental 
implant. Anchor received $74,662 of 
which $3,000 has been repaid as of 
December 1992. 


Simpac Systems Corp. - Victoria, 


WD lent Simpac $29,640 to market 
anew welding machine. The company 
paid back $2,518 to December 1992. 


Sunshine Innovations Ltd. - 
Coquitiam, B.C. 


Sunshine Innovations received 
$25,000 in financial assistance from 
WD to manufacture and distribute 
modular preschool play areas. WD ap- 
proved a total package of $100,000. 


Parallel Communications Corp. - 


New Westminster, B.C. 
The company received $12,344 to 
develop a non-voice dispatch system 
for major distribution yards. 


Venture Technologies Inc. - North 


Vancouver, 8.C. 

Venture received $115,000 ina con- 
ditionally repayable loan from WD to 
trial market a program for turboselect 
production. WD approved a total as- 
sistance package of $200,000. 


tion. 


WD has over $1 billion outstanding in loans. According to WD’s annual 
report at the end of 1992, the corporation had collected $47 million of its 
total loan portfolio, leaving 90% of those dollars still owing. 


Waytech Manufacturing Corp. - 


____ Cranbrook, B.C. 

WD approved a total financial pack- 
age of $235,000 to help the company 
develop a prototype for patented tire 
shredding equipment. The company 
received $29,675. 


Western Canada Water Corp Inc. - 
Vancouver, B.C. 


The company received $500,000 
from WD to launch its bottled water 
product into the U.S. market. 


Wheel Ease Reference Corp. - 
Vancouver, B.C. 


Received $86,600 to manufacture a 
computer software guide. The com- 
pany also received $7,000 from the 
Department of External Affairs for a 
booth at COMDEX °87. 


Jenark Manufacturing Ltd. - 


Vancouver, B.C. 
The company borrowed $17,454 
from WD to build up an inventory of 
compact battery-operated bike alarms. 


MST Products Ltd. - Delta, B.C. 

The company received $23,779 in 
financial assistance from WD to mar- 
ket aerodynamic bicycle handlebars. 
WD authorized a total financial assis- 
tance package of $59,250. 


Pacific Cedar Yard Products - 


Coquitiam, B.C. 

WD approved a total package of 
$190,000 to pre-manufacture gazebo 
kits. The company received $172,755 
of this assistance. 


Pacific Incinerations Ltd. et al - 
Vancouver, B.C. 


Received $67,435 of a total 
$334,700 financial assistance package 
approved by WD to manufacture in- 
cinerators. 


Cimcor Fiber Ltd. - Duncan, B.C. 

Cimcor received $55,000 of an ap- 
proved $60,000 financial assistance 
package to construct a barge loading 
facility for wood chips. 


Penquin Heat Pump - Summeriand, 
WD lent the company $7,243 to es- 
tablish a facility to rebuild drycleaning 
machinery. 


Strahl Technologies Inc. - Burnaby, 
B.C. 
Strahl received $449,000 from WD 
to develop, manufacture and market 
electronic display systems. 


Recco Research Corporation - 


——____Wancouver, B.C. 0 

Recco Research Corporation re- 
ceived a loan of $149,100 from WD to 
build up inventory and to market a new 
rescue system. 


Rhys Industries Ltd. - Delta, B.C. 

The company received $125,039 in 
financial assistance from WD out of a 
total approved package of $180,000. 
The company used the money to manu- 
facture hand tools. 


Emery Apparel Canada - Edmonton, 
Alberta 


Emery received $101,742 in WD 
funding of its approved $237,300 
package. The funding was to be used 
to build a production line for the manu- 
facturing of fire-resistant attire. 


Pro Dent Laboratory - Calgary, 
Alberta 


Pro Dent received $9,750 in WD 
assistance for the development of a 
Myotech articulator: Prosthondontal 
applications. WD approved a total fi- 
nancial package of $13,000. 


Sun Country Foods - Spruce Grove, 
Alberta 


WD provided financial assistance 
of $470,000 to help Sun Country de- 
velop a controlled indoor environment 
growing modules for salad greens. It 
also received $234,084 for Phase II of 
its development project. 


Norstar Recreation - Calgary, 
Alberta 


Norstar received financial assis- 
tance from WD of $100,000 for phase 
| of its plan to manufacture motorcycle 
helmets - inventory production costs. 
The company also received $436,931 
of a total approved $850,000 financial 
package from WD for phase II of its 
project - moving, setup and equipment 
costs. 


__Zetatin inc. - Edmonton, Alberta ___ 
WD approved a financial assistance 
package totalling $332,000 to Zetafin 
to establish a manufacturing and dis- 
tribution facility for pre-insu- 
lated/coated pipe. It received 
$282,777 of this approved amount. 


Rexx Acoustics Inc. - Canmore, 
Alberta 
Rexx Acoustics received $299,750 
in WD assistance to manufacture am- 
plifiers for guitars. 


Hedd Roz Canada Inc. - Calgary, 
Alberta 
Hedd Roz received WD funding to 
establish a plant to manufacture latex, 
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vinyl, and heavy vinyl gloves. WD 
lent the company $1,563,310 of an 
authorized $1.69 million package. 


Dataspan Technology - Calgary, 
Alberta 


The company was trying to develop 
a market for a data capture software 
program. WD provided financial as- 
sistance of $72,928. 


Volk Precision Industries - Calgary, 
Alberta 


Volk received $7,940 from WD of 
an approved assistance package of 
$11,250. The money was used to im- 
plement a Quality Assurance program. 


Powderstick Snowhoard - Calgary, 
Alberta 


WD provided financial assistance 
to help Powderstick Snowboard de- 
velop marketing and inventory for do- 
mestic and export sales of its 
snowboards. The company received 
$63,125 of a scheduled assistance 
package totalling $196,000. 


Willowglen Systems - Calgary, 
Alberta 


Willowglen received WD assis- 
tance totalling $396,284. WD author- 
ized a total funding package of $1.2 
million. Willowglen Systems was also 
scheduled to receive an investment tax 
credit amounting to $46,400. The WD 
money was to be used to help market 
its Scadacom master workstation desk- 
top computer hardware. 


Laddermaster industries - Calgary, 
Iberta 
The company received funding 
from WD to manufacture and market 
an automatic ladder leveller. It re- 
ceived $58,436 of an approved finan- 
cial package of $100,000. 


Abrasitec Products - Edmonton, 
Alberta 


Abrasitec received WD funding to 
produce Trimay plate, a wear-resistant 
chrome carbide product. The com- 
pany received $406,861 of a total fi- 
nancial package authorized by WD of 
$600,000. 


Canadian Professional Munitions - 


Raymond, Alberta 
The company received WD funding 
to help it manufacture rifle and pistol 
ammunition. WD provided financial 
assistance totalling $119,410. 


Dial-Guard Ltd. - Edmonton, Alberta 


The company was developing data 
security devices for computers. It re- 
ceived financial assistance from WD 
totalling $403,098. WD authorized a 
total package of $1 million. 


Peach Blossom Clothing - Edmonton, 
Alberta 


WD approved a total financial pack- 
age of $36,000, with $27,000 of this 
being repayable and $9,000 nonrepay- 
able. The money was to be used for 
adaptive clothes for the physically dis- 
abled. The company received $34,681 
of this total approved amount. The 
company also received another loan 
from WD of $10,000 for clothing pro- 
duction. 


Ski-Free Marine - Calgary, Alberta 
Ski-Free received $418,000 in fi- 
nancial assistance to develop, produce 
and set up the manufacture of fibre- 
glass boats and other Ski-Free compo- 
nents. 


Teknica Resources Developments - 
Calgary, Alberta 


Teknica received $124,981 from 
WD to develop a geological software 
program. WD authorized a total assis- 
tance package of $470,000. 


Myrias Research Corp - Edmonton, 
Alberta 


The company was trying to estab- 
lish a facility to manufacture and mar- 
ket supercomputers. WD provided 
$3.97 million in financial assistance. 


Chromalux Canada Inc. and Shrimp 


Projectors Inc. - Edmonton, Alberta _ 
These companies were manufactur- 
ing a portable computer-compatible, 
high-resolution video projector called 
the "Shrimp." WD provided financial 
assistance totalling $722,860. 


Tower Aircraft Hardware - Calgary, 
Alberta 


WD provided financial assistance 
to Tower aircraft to help it develop and 
manufacture a foam repellent delivery 
system for the Bell 206 Copter. The 
company received $47,549 from WD 
of a financial assistance package total- 
ling $160,000. 


Global Laser Systems - Edmonton, 
Alberta 

Global received funding from WD 
to manufacture an automated laser 
autobody measurement system. It re- 
ceived financial assistance from WD 
totalling $50,000 out of a total finan- 
cial package of $200,000. It was pro- 
jected to receive $30,000 in an 


| investment tax credit. 


Pyramet Industries Ltd. - Edmonton, 
Alberta. 


WD approved a financial assistance 
package of $500,000 to invest in a 
casting facility. The WD package was 
made up of $300,000 in repayable con- 
tributions and another $200,000 in 
nonrepayable contributions. Of this, 
the company received $274,252. 


The Hello Channel - Edmonton, 
Alberta 


It received $87,996 to develop 
video profiles of specific cities for ho- 
tels. WD authorized a total financial 
assistance package of $120,100. 


Dawson Flex Manufacturing - 


—_____Winterburn, Alberta 

WD approved a financial package 
to the company of $46,267. This was 
made up of $36,800 in repayable con- 
tributions and $9,467 in nonrepayable 
contributions. The money was to be 
used to develop flexible steel/plastic 
spouts for granular material. The 
company received $40,916. 


Jacpak Commercial - Edmonton, 
Alberta 


Jacpak Commercial received 
$25,367 in financial assistance from 
WD to develop a vacuformed plastic 
package manufacturing operation. 


PAC-ALL Industries Ltd. - Edmonton, 
Alberta 


WD provided financial assistance 
of $38,489 for the company to develop 
a lightweight plastic carrying case for 
all-terrain vehicles. 


403348 Alberta Ltd. - Sherwood 


—______Park, Alberta 
This company received $24,346 to 
manufacture two and four wheel car- 
riages, and parts for repairing and re- 
storing carriages. WD approved a 
financial assistance package totalling 
$40,000. == 5 ny ose 


Keillian Match Ltd. - St. Albert, 
Alberta 

Keillian Match received $120,000 
in financial assistance to manufacture 
paper book matches. The company 
also received additional assistance 
from WD for $81,620 to expand mar- 
kets and increase production activity. 


Col-Tech Industries - Red Deer, 
Alberta 


The company received $39,861 out 
of a total $76,000 in financial assis- 
tance from WD to develop a new cryo- 
genic process to extend the life of 
metal tools. 


- Sun Country Foods i 


| 


Muitl-Deck Trailers - Drumheller, 
Alberta 


Received $128,000 in financial as~ 
sistance to manufacture and market 
multi-deck trailers. 


Core-Tech Manufacturing - 
Morinville, Alberta 


Core-Tech received assistance to 
help it manufacture plastic core con- 
tainers which the mining industry 
could use to keep rock samples. It 
received $48,000 in financial assis- 
tance from WD. 


C-Pak Inc. - Edmonton, Alberta 


WD lent $135,987 to C-Pak to help 
it acquire new technology for commer- 
cial packaging and recycling. 


Springbank Sportswear - Calgary, 
Alberta 
Springbank Sportswear received 
$54,511 to establish a manufacturing 
plant for hunting/fishing garments. 
WD approved a total package of 
$90,000. 


Mantis Marketing - Edmonton, 
Alberta 


Mantis Marketing received $15,203 
to develop feather floral products for 
retail florists and craft-persons. WD 
approved a financial assistance pack- 
age consisting of $17,650 in repayable 
and $11,500 in nonrepayable contribu- 
tions. 


Cortech Systems Ltd. - Saskatoon, 


WD approved financing of 
$290,352 for the enhancement of ther- 
mal spray technology for industrial 
use. The company received $21,919. 
The WD loan was conditionally repay- 
able. The company was also sched- 
uled to receive an investment tax 
credit of $116,141. 


Univision Industries Ltd. - Biggar, 
Saskatchewan 


The company received half a mil- 
lion dollars of its $941,047 approved 
funding. It was also scheduled to re- 
ceive an investment tax credit of 
$154,366. The money was to be used 
to develop lightweight aluminum trail- 
ers and van trailers. 


Derby Cone Inc. - Regina, 
Saskatchewan 
Derby Cone received WD financing 
for $370,000 to manufacture, market 
and distribute ice cream cones. 


Ekaton Industries Inc. - Calgary, 
Alberta / Saskatchewan 
Received $350,000 in conditionally 
repayable financing from WD for the 
R & D phase of the Kaolin Mine. 


MAS Medical Ltd. - Saskatoon, 
Saskatchewan 


WD provided funding to MAS 
Medical to establish a facility to manu- 
facture medical devices (peds system). 
WD provided $160,000 in condition- 
ally repayable financing. WD author- 
ized a total financial package of 
$1,128,904. 
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Prairle Stair Products Inc. - White | 
City, Saskatchewan | 


The company received $127,891 in 
financial assistance from WD to put in 
a dust extraction system and to expand 
production. It received approval for 
$141,250 in WD financial assistance. 


Sorenson Manufacturing Inc. - 
Melfort, Saskatchewan 


WD provided Sorenson Manufac- 
turing financial assistance to establish 
a ground and power line accessory 
manufacturing business. The company 
received $100,000 in financial assis- 
tance from WD. 


Prairie Fibre Inc. - Tisdale, 
Saskatchewan 
Prairie Fibre received $368,565 in 
conditionally repayable financing to 


develop straw inventory and for capi- | 


tal expansion. A compromise settle- 
ment was accepted of a conditionally 
repayable amount of $120,000 plus 
40% of any sales proceeds of certain 


assets. 
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Jean Paul Caskets Inc. - Alvena, 
Saskatchewan 


The company received $44,000 in 
financial assistance from WD to help 
it manufacture caskets for Canadian 
and U.S. markets. 


Northwest Food & Fuel Corporation - 
Saskatoon, Saskatchewan 


Northwest received $189,210 in 
conditionally repayable financing. 
The money was used for a capital pro- 
ject for a physical ethanol plant. The 
company was scheduled to receive a 
$20,000 investment tax credit. 


Plexeon Displays International Inc. - 
Saskatoon, Saskatchewan 


Plexeon received $51,207 of a total 
package of $109,200 to manufacture, 
market and distribute giftware prod- 
ucts. It was scheduled to receive an 
investment tax credit of $24,113. WD 
received payment of $23,727 from 
Revenue Canada from an offsetting 
tax investment credit. 


Standard Computer Corporation - 
Saskatoon, Saskatchewan 


The company received $32,952 in 
conditionally repayable assistance. 
The money was to be used for research 
and development of a Microscope im- 
age Processor system for MacIntosh 
computers. It was scheduled to receive 
an investment tax credit of $24,865. 


Mei Way Foods Inc. - Brandon, 
Manitoba 


Mei Way Foods received financial 
assistance from WD to renovate and 
purchase new equipment for food pro- 
duction. WD authorized financial as- 
sistance totalling $90,337, but only 
paid out $40,445. The company was 
also projected to receive an investment 
tax credit of $11,722. 


AES Manufacturing Inc. - Winnipeg, 
Manitoba 
Received $200,794 from WD to ex- 
pand its facility to manufacture pizza 
nuggets. WD approved a total financ- 


ing package of $255,000. 


Get 
Roger Douglas’ 
controversial 


new. 
book 
$1 9.95 plus GST 


Roger 
Douglas 


Unfinished Business by Sir Roger Douglas - $19.95 
Roger Douglas was Minister of Finance in New Zealand when that 
country faced its debt crisis. He presided over the most far-reaching 
structural reforms that New Zealand has ever experienced. But he 
believes those changes did not go far enough. Jn reviewing where 
New Zealand stands today, he has conceived a vision for the future. 
In his controversial book, Douglas offers practical policies and 
politics based on individual choice and personal responsibility rather 
than theory and empty rhetoric . People may not agree with everything 
he proposes, but the book certainly offers food for thought. 


People’s Mandate by Patrick Boyer - $19.95 
Many Canadians are tired of the current political system and want to 
become more effective participants in the political process. Boyer 
examines the important role ordinary Canadians can play in their 
government through the process of referendums and citizen initia- 
tives. 


Measuring City Hall Performance by Charles Bens - 
$15.00 
Very few people can say with confidence how their municipal tax 
dollars are being spent. This book provides a how-to-guide on 
measuring city hall performance. 


Direct Democracy in Canada by Patrick Boyer - $19.95 
An analysis of the effect of the three national referendums (prohi- 
bition, conscription, and the constitution) on Canadians. The book 


looks at the many other suggestions for referendums on topics of 


national importance that have been made since Confederation. 


Tax Facts 8 by the Fraser Institute - $19.95 
Have you ever wondered how much tax you really pay? How many 
layers of tax are hidden in your purchase? How much does govern- 
ment really cost you? The answer to these and other important 
questions about taxes and the Canadian consumer are found in this 
important work. 


| 
| 
| 


Book Order Form: 


Unfinished Business - $19.95 


___ People’s Mandate - $19.95 

___ Direct Democracy in Canada - $19.95 

___ Setting Limits (SC) - $9.95 

__ Setting Limits (HC) - $17.95 

____ Tax Facts 8 - $19.95 

____ Cutting through Charisma - $3.95 

____ Measuring City Hall Performance - $15.00 
Towards Prosperity (OUT OF PRINT) 

Subtotal 

Add GST (7%) 


Shipping & handling 
(first book) 

Each additional 
book $.50 each 


Total Order 


Payment enclosed: Cheque Money order: 


Visa/MC # Exp. Date: 


QO visaQ) mc 


Name on Card: 
Name: 
Address: 
City/Town: Postal Code: 


Send to: Canadian Taxpayers Federation, 105-438 
Victoria Ave. East, Regina, Sask., S4N ON7 


Heli-Fab Ltd. - Winnipeg, Manitoba 

Received financial assistance from 
WD to expand and modernize heli-arc 
welding operations. It received 
$125,000 in assistance from WD. The 
company was also projected to receive 
$11,250 in the form of an investment 
tax credit. 


DSP Enterprises Inc. - Miami, 
Manitoba 


WD lent DSP Enterprises $16,964 
to help it develop a conversion kit for 
off-road trucks/vans. WD approved a 
total financial package of $84,820. 


Exit International inc. - Winnipeg, 
Manitoba 


WD approved a total financial pack- 
age of $128,100 to help the company 
to develop and market battery-pow- 
ered exit signs. The company received 
$71,380 of this total amount. 


Profitmaster Canada Inc. - 
Winnipeg, Manitoba 


WD provided financial assistance 
to Profitmaster to expand and market 
its computer software products. WD 
authorized financial assistance of 
$551,500 but only released $106,072. 


Mandate Systems & Consulting - 
Winnipeg, Manitoba 


Mandate Systems received assis- 
tance to expand and market its com- 
puter software products. WD loaned 
the company $108,294 of a potential 
$365,375 approved package. 


Continental Deco Art Ltd. - 
Winnipeg, Manitoba 


WD approved a total financial pack- 
age of $55,250 to help Continental 
Deco Art to increase its production of 
building decor artwork, but only for- 
warded $13,531. 


Winnipeg, Manitoba 
WD approved funding of $225,000 
to help the company manufacture fire 
retardant fibreboard. Welclad re- 
ceived $41,209. 


Musican International et al - 


Treherne, Manitoba 
Musican International received 
$163,572 to manufacture electronic 
organs. WD approved a total package 
of almost $249,250. 


Natura Brands Ltd. - Miami, 
Manitoba. 


Natura Brands received $62,800 for 
capital expenditures to produce spe- 
cialty flours. 


Sun Ray Products Ltd. - Winnipeg, 
Manitoba 


Sun Ray Products received $18,364 
of a total approved package of $37,500 
to manufacture epoxy-based infrared 
radiant heaters. 
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Going underground 


by Art Fox 

In a speech to a group of 
investors in Saskatoon just 
prior to the federal election, 
Ted Carmichael, the Senior 
Economist with the invest- 
ment firm Burns Fry, sounded 
a warning that all Canadians 
must hear: Canadians have 
lost faith in their tax system. 

Carmichael pointed to the 
inability of federal and pro- 
vincial governments to accu- 
rately forecast their revenues 
as evidence of the large 
amounts being lost to govern- 
ment coffers through tax 
avoidance. He indicated that 


taxes are now so high that itis | 


becoming more and more 
common for Canadians to turn 
to the underground economy ; 
or not to report all their in- 
come on their tax return. 

In fact, Carmichael ob- 
serves, the problem is so per- 
vasive that, in the future. the ; 
only way governments may be 
able to increase their revenues 
is to restore faith in the fair- 
ness of the tax system. The 
most important way that could 
be achieved. he says, is to re- 
duce the rate of taxation and 


the number of taxes the aver- ' 


age person is subject too. 

If you don’t think the situ- 
ation is that bad, consider the 
following: 

A policeman was forced to 
walk away from an arrest of 
cigarette smugglers when he 


found himself looking down 
the barrel of a high-powered 
rifle. He said later, "I am not 
going to lose my life over 
cigarettes. Drugs, maybe, but 
not cigarettes." 

Smuggled cigarettes have 
turned up in the most unusual 
places. More than half of the 
cigarette packages left behind 
at a recent Montreal Canadi- 
ens’ home game were illegal. 

One third to one half of all 
jewellery sales in this country 
take place in the underground 
economy. 

Over one half of all home 
renovations are paid for in 
cash. In fact, cash transac- 


tions have increased to their | 


| highest level in 40 years, with 


1 
the largest increase since the | becoming criminals them- | 


introduction of the GST in 
1991. 

Approximately one third of 
the liquor bottles found in gar- 
bage cans behind bars and res- 
taurants in downtown Toronto 
were smuggled in from the 
U.S. 

Carmichael explains that 
we have already gone past the 
point were tax increases pro- 
duce increased revenue. As 
people have lost confidence in 
the ability of their govern- 
ments to live within the means 
of the taxpayers, more and 
more people feel comfortable 
with cheating on their taxes, 
saving money in the under- 
ground economy, and even in 


| Comparison of selected expenditures | 
for the average Canadian family 
between 1961-1992 


Half a million dollar housing 
allowance? 


Federal government pays half a million dollars in housing allowance for some- 


one else’s employee. 


The federal government has 
just given a former senior fed- 
eral bureaucrat a housing al- 
lowance of up to $580,000. 
This allowance, to be spread 
over the next four years, 
works out to $12,000 per 
month. 

What is even more peculiar 
is that this bureaucrat is em- 
ployed by the International 
Maritime Organization 
(IMO). The IMO is an ob- 
scure United Nations agency 
with responsibilities such as 
setting international standards 
for maritime safety. Canada, 
which has one of the smaller 


maritime navies in the industrialized world, is 


a member of the organization. 


About four years ago, the IMO was in need 
of a new secretary general. When the position 
came open, our federal government recom- 
mended a Canadian be hired for the position. 
The London-based organization liked the idea. 


982.7 aKa \ a ed 


However, even though the po- 
sition pays a tax-free salary of 
over $100,000 (US) per year, 
it didn’t pay its employees a 
housing allowance. This was 
a concern because of the high 
cost of housing in London. So 
the Canadian government 
magnanimously decided to 
pay a housing allowance on 
behalf of the IMO to help it 
attract the right person for the 
job. 

For the first four years, the 
federal government paid out 
over $400,000 in housing al- 
Jowance on behalf of IMO. 
This was increased by 20% for 


the second four years. 


William O'Neil, who was president of the St. 


ce 1 
SW, 87 


ThaGee Bie. 


Lawrence Seaway Authority at the time, was 
hired for the position. In return for the housing 
allowance, O'Neil pays the federal government 
a sum equalling 20% of the rent or 20% of his 
gross salary, whichever is greater. 


ve! AOR ; 
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selves to make a profit from 
the situation. 

As governments wring their 
hands over the extent of the 
problem, law enforcement 
agencies are united in their 
agreement that the situation is 
not one that can be resolved 
by increased enforcement. 
Given that fact, the logical so- 
lution is to bring taxes to a 


level ordinary people can af- 
ford, and remove the incentive 
to be a tax cheat. 

Meanwhile, in a favourite 
watering hole in Cornwall, 
smugglers light their contra- 
band cigarettes with 50 dollar 
bills. Canada has some new 
millionaires. 

Art Fox is on the Board of Direc- 
tors of the Canadian Taxpayers 
Federation 


The new federal 
Cabinet 


You can write to Cabinet Ministers cIS The House'ot Ce 
mons, Ottawa, Ontario, K1A OA6 (no postage necessary). 


The Rt. Hon, Jean Chretien 
Prime Minister 


The Hon. Herbert Gray 
Solicitor General, Leader of the 
Government in the House of 
Commons 


The Hon. Andre Ouellet 
Minister of Foreign Affairs 


The Hon. Lloyd Axworthy 

Minister of Ituman Resources 
Development and Minister of 
Western Economic Diversification 


The Hon. David Collenette 
Minister of National Defence and 
Minister of Veterans Affairs 


The Hon. Roy McLaren 
Minister for International Trade 


The Hon. David Anderson 
Minister of National Revenue 


The Hon. Ralph Goodale 
Minister of Agriculture and 
Agri-Food 


The Hon. David Dingwall 
Minister of Public Works and 
Government Services and 
Minister responsible for the 
Atlantic Canada Opportunities 
Agency 


The Hon. Ron Irwin 
Minister of Indian Affairs and 
Northern Development 


The Hon. Brian Tobin 
Minister of Fisheries and Oceans 


The Hon. Joyce Fairbairn 
Leader of the Government in the 
Senate and Minister with special 
responsibility for Literacy 


The Hon. Sheila Copps 
Deputy Prime Minister and 
Minister of the Environment 


The Hon. Sergio Marchi 
Minister of Citizenship and 
Immigration 


The Hon. John Manley 
Minister of Industry 


The Hon. Diane Marleau 
Minister of Health 


The Hon. Paul Martin 
Minister of Finance and Minister 
responsible for the Federal Office 
of Regional Development.- 
Quebec 


The Hon. Doug Young 
Minister of Transport 


The Hon. Michel Dupuy 
Minister of Canadian Heritage 


The Hon. Arthur Eggleton 
President of the Treasury Board 
and Minister responsible for 
Infrastructure 


The Hon. Marcel Masse 
President of the Queen's Privy 
Council for Canada, Minister of 
Intergovernmental Affairs, and 
Minister responsible for Public 
Service Renewal. Mr. Masse will 
also serve as the Government's 
Interlocutor with Metis and 
Non-Status Indians 


The Hon, Anne McLellan 
Minister of Natural Resources 


The Hon. Allan Rock 
Minister of Justice and Attorney 
General of Canada 
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MPPs hitch a ride to work 
payers’ expense 


at tax 


pe 


by Paul Pagnuelo 

MPP is short for Member of 
Provincial Parliament, but to 
tax weary Ontarians the three 
letter acronym stands for 
Money, Privilege, and Perks. 

The summer edition of "The 
Taxpayer" highlighted the lu- 
crative package of allowances, 
benefits, and services which 
comes with elected office if 
you're a provincial politician 
in Ontario. This included their 
base salaries, additional in- 
demnities and Ministers’ sala- 
ries, tax free allowances, 
committee allowances, insur- 
ance coverage, travel, sever- 
ance allowances, pensions, 
outplacement counselling, leg- 
islative and constituency of- 
fices, newsletters, newspapers, 
long distance phone calls, 
translation services, sign lan- 
guage interpreters and French 
tutoring. 

In this issue, we would like 
to turn our sights on what some 
of these goodies cost taxpayers 
last year, 

The 1992-93 Fiscal Report 


on individual members’ ex- 
penses covers various travel 
and Toronto accommodation 
costs billed to Ontario taxpay- 


ers. It also details the costs of | 


MPPs’ support staff, constitu- 
ency offices, office operations, 
and Assembly support services 
such as newsletters, mail, and 
long distance. 

In total, last year's tab 
amounted to just under $30 
million. It cost $1.1 million to 
house out-of-town MPPs dur- 
ing the year, and some 
$800,000 was paid to cover 
members’ travel expenses be- 
tween their residence and 
Queen's Park. No reasonable 
person would deny an MPP 
who lives outside commutable 
distance to Queen’s Park the 


accommodation expenses. Af- 
ter all, it's hard enough these 
days to maintain the costs of 


fare or gas expenses out of 
one’s salary. 

What irritates taxpayers, as 
they pore through the various 
items MPPs are billing them, 


| are the excesses - like the fact 


| that, out of the 20 Metro MPPs, 


1 Tory, 5 Liberals and 6 
NDPers dinged taxpayers for 
mileage charges driving to and 


| from work. Topping the list in 


this category is Anthony 
Perruzza (Downsview) who at 
29 cents a km clocked $5,728 
worth of mileage. 

There are others like George 
Mammoliti (Yorkview) 
$5,272, Gerry Phillips (Scar- 


| borough-Agincourt) $2,380, 
| and Rosario Marchese (Fort 


York) $2,016 -- all of whom 


| felt their trip to work should be 
right to recover their travel and 


paid for by taxpayers who 


| share no similar privilege. 


running one residence, let | 
| 


alone two. If you're travelling 
in from Ottawa, London, or 
Sudbury, one could go broke 
real quick trying to cover air- 


Canadian Taxpayers Federation 
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Marchese lives within 
walking distance of Queen's 
Park. He defended his ex- 
penses to the media by ration- 
alizing he spends most 
evenings with a girlfriend who 
lives at Lawrence and 


Bathurst. How about Mam- 
moliti who racked up the sec- 
ond highest amount because he 
often goes home for lunch and 
to pick up phone messages? 

As for leadership by exam- 
ple, forget it. The reason Rae 
and his six Metro ministers 
didn’t charge a penny for driv- 
ing to work is because the re- 
port doesn’t include the costs 
of their government limos and 
chauffeurs paid for by taxpay- 
ers. 

How about those MPPs who 
live just outside the Metro bor- 
der, but feel no remorse in 
charging for Toronto accom- 
modation? Peterborough, 
Markham, Mississauga South, 


Durham East, Durham York, | 


Durham-Centre, Durhain West 
and Oshawa aren’‘t so far away 
that members couldn't return 
home for a good night's sleep. 
Just ask the thousands of com- 
muters who make the trek from 
these ridings to downtown 
Toronto and back every day. 
Then there are the 25 MPPs 
who incurred expenses of more 


than $1,000 for family travel. 
Rules permit unlimited car 
travel between a member’s 
residence and Toronto for fam- 
ily members, and up to 12 


| round trips by air, bus or train. 


In terms of newsletters, vot- 
ers in York Centre must be the 
most informed in the province; 
Gregory Sorbara spent 
$83,288 on newsletters last 
year. Robert Callahan 
(Brampton South) placed sec- 
ond at $60,056. Of the three 
party leaders, Liberal Lyn 
McLeod (Fort William) spent 
the most getting the word out 


| at $40,891. Premier Bob Rae 
| (York South) was next at 


$23,181, while PC leader Mike 
Harris (Nipissing) was lowest 
at $11,112. 

Of the 130 MPPs, the three 
leaders spent the most on mail. 
This time Harris led the pack at 
$88,301, trailed by McLeod at 
$81,202, with Rae spending 
the least at $55,394. 

Paul Pagnuelo is the Executive Di- 


rector of the Ontario Taxpayers 
Federation. 
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MPPs’ travel and Toronto a 


Virtually all the travel undertaken by MPPs within their constituencies or between their 
residence and Queen's Park is reimbursed. 1) Air travel is limited to a maximum of 52 economy 
return flights from the Member's residence to Queen’s Park. 2) Travel expenses incurred within 
the ridings are reimbursed. If travelling on business as MPPs within their constituency, members 
may claim up to $2,730 per year for meals and accommodations when it is impractical or unsafe 
to return to their residences. In addition, northern Members receive $7,000 per year for flights 
within their constituencies. 3) Members may claim the cost of up to 12 round trips from their place 


Allen, Hon. Richard 
Amott, Ted | Wellington 


Bisson, Gilles Cochrane South 


Member 


_ Abel, Don 
_-Akande, Zanana__ 


of residence, or Toronto, to any destination within Ontario. Opposition leaders may claim 
unlimited air, train, bus and automobile travel anywhere within the province. 4) Family members 
of MPPs are eligible for 12 round trips between the member’s residence and Queen's Park by air, 
bus, or train. 5) Members,representing constituencies outside the boundaries of Metropolitan 
Toronto, with the exception of the Speaker (who has a suite in the Legislative Building), are eligible 
for $14,654 per year as a housing allowance while Cabinet Ministers and Opposition Party Leaders 
receive $15,654. 


Boyd. Hon, Marion 
_ Bradley, James St. Catharines 
_Brown, Mike ___ 


Oriole 

Oakville South 
Hamilton Mountain 
Windsor-Riverside 


Kitchener-Wilmot 
Niagara South 
Lawrence 
Markham 

London North 
Scarborough North 
Windsor-Sandwich 
Nepean 
Victoria-Haliburton 


Buchanan. Hon. Elmer 
_ Callahan, Robert 
Caplan, Flinor 


Christopherson, Hon. David 


Churley, Hon. Marilyn 


Cleary, John 
Conway, Sean 


_ Cooke, Hon. David 

Cooper, Mike __ 

_Coppen. Hon. Shirle 
Cordiano, Josep 


Dadamo, George 
Daigeler, Hans 


Brant-Haldimand 


Eves. Ernie 


Cambridge 
Northumberiand 
Kitchener 


Farnan, Mike 
Fawcett, Joan 


Scarborough East 
Ottawa Centre 


Etobicoke-Lakeshore 


St. Catharines-Brock 


Welland-Thorold 


Beaches- Woodbine 


3,029 1,920 3,285 
1,053 
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13,578 
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0. accommodation expenses 1992/93 
ul They may claim this allowance for rental accommodations in a hotel, motel, apartment, or —_ Park, or within the member's constituency. Those who use their own vehicle for travel receive 
ubers' house. Eligible costs include rent, tenant insurance, utilities, furniture rental, cleaning service, 29 cents per kilometre as a vehicle allowance (members for northern constituencies receive 
vy air, and cable TV. If they own accommodation in Toronto, they may claim the costs of property 29.5 cents per kilometre). If travelling on business, MPPs outside their constituencies, may 
olitan taxes, insurance, utilities, and long distance. The Toronto accommodation allowance is claim the cost of up to 12 round trips by bus, train, or economy flights from their residence or 
rigible adjusted on appointment of new Members and Ministers of the Crown. Queen’s Park to any Ontario destination. They may also claim six nights of accommodation 
aders Unlimited bus or train trips can also be claimed between the place of residence and Queen’s —_ and a meal allowance of $27 per day for up to 12 days per year. 
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Make-work proj 


It seems everybody's jump- 
ing aboard Jean Chretien’s 
1970s winter works job crea- 
tion scheme. Everybody, that 
is, but taxpayers. 

Metro Toronto Chairman 
Alan Tonks says he'll raise 
taxes. Ontario Finance Minis- 
ter Floyd Laughren says he’s 
willing to put the province 
deeper in hock. 

However, taxpayers say 
they're not willing to pay any 
more. More taxes or higher 
deficits are not an option in 
Ontario's overtaxed and debt 
ridden economy. 

Jean Chretien’s $6 bilfion 
public works program prom- 
ises to put some 60,000 unem- 


ployed Canadians back to 
work. But with 1.6 million un- 
employed, it’s only temporary 
relief to 1 in 26 jobless. 

The Prime Minister's two 
year make-work plan splits the 
cost evenly between Ottawa, 
the provinces and municipali- 
ties. The problem is no one has 
the money to pay for it. 

After hammering taxpayers 
with $2 million in new taxes in 
his spring budget, Laughren 
knows a further tax hike is ta- 
boo. Even a $1 billion revenue 
shortfall which threatens to 
push this year’s deficit over 
$10 billion doesn’t seem to 
phase the provincial finance 
minister. Borrowing to pay for 


the province’s share is o.k. 
with him. "That would not be 
bad economics for Ontario,” 
said Laughren. His logic sug- 
gests if you’re in the ditch let’s 
go for broke. 

Metro Toronto Chairman 
Tonks has floated his trial bal- 
loon. He'l] hit property taxes 
with a dedicated 1% hike to 
pay for the infrastructure up- 
grades. But metro councilors 
know it’s 1% more than tax- 
payers can afford to pay. 
Sharpshooters are taking aim 
to blow it out of the sky. 

Metro's six municipalities 
are owed almost $600 million 
in uncollected property and 
business taxes -- double what 


they were during the "good old 
days" of Metro’s boom years. 

With bailiffs working 
around the clock and munici- 
pal governments hustling to 
cover the shortfalls by digging 
into depleted reserves and bor- 
rowing money, the messages 
should be obvious. If taxpayers 
can't afford the current level of 
taxes, further increases are out 
of the question. 

Metro Toronto is not alone 
when it comes to being in the 
poor house. Across the prov- 
ince, municipalities of all sizes 
and shapes are reporting simi- 
lar problems. The Town of 
Lindsay, northeast of Metro, 
has $3.3 million in 1OUs it 


It’s appalling! 


ps ie partner and } fond The Taxpayer to be both Looe and appalling." - T-H., Calgary, Alberta 


~~ It’s upsetting! | 


ects make big taxes 


can’t collect. The town’s ac- 
countant says it’s the highest 
he’s ever seen it. 

With municipal elections 
due in November next year, 
it’s doubtful most politicians 
who want to get re-elected 
will do anything to inflame an 
already hostile electorate. 
The scene of revenge taken 
against the tax hungry Tories 
and Ontario’s NDP in the fed- 
eral election should be a 
wake-up call for any "spend- 
and-tax-happy politicians" 
still out there. 

Jean Chretien’s invitation to 
his spending "dance" requires 
three to tango. If taxpayers are 
lucky, he'll get stood up. 


"Afler perusing a recent edition of your magazine; my husband and I became quite concerned - rather upset to be honest, about the ex- 


"Lam in roca oe ‘some copies oD The Taxpayer = =absolutely disgusting and am anxious to subscribe to it.” 


It’s maddening! 


a ied pA husband said hi it made him 50 angry that he w wants to subscribe to it." -RR., Carditon dl Iberta es 


“It’s depressing! — 
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tremely well padded retirement plans for members of the cabinet and others." 


~~ |t’s alarming! 


"I found the ae both eye opening and “cone Not a good paper to read on a Monday." - T.A., Broadvi iew, Saskalchew 
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It’s called 


= The Taxpayer — 


"The Taxpayer” is ablated ak times a year by. the Canadian Taxpayers Federation. Thé Federation is a nonprofi it, nonpartisan organization promoting i 
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Winnipeg, Manitoba 
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- D.G., Bellerue, Alberta ee 


responsible and efficient tise of taxpayers’ money. The federation has established provincial organizations in British Columbia, Alberta, Saskatchewan, Manitoba,» 
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Taxpayer watchdog 
opens door 


Growing organization now has 10,000 supporters 


The spending, taxing, and 
borrowing game for govern- 
ments in Manitoba has now 
changed. The Association of 
Manitoba Taxpayers (AMT) 
has officially opened its doors. 
The AMT was officially regis- 
tered in late August to begin 
promoting the responsible and 
efficient use of tax dollars in 
Manitoba. 

The non-partisan AMT op- 
erates under the umbrella of 
the rapidly growing 80,000 
strong Canadian Taxpayers 
Federation (CTF), which has 


affiliates in B.C., Alberta, Sas- 


katchewan, Ofitarid; and“how 
Manitoba. 

From its low rent Winnipeg 
office at 1211 Richard Avenue, 
the Association has begun the 
important job of sifting 
through government accounts 
for information of interest to 
regional taxpayers. In addi- 
tion, the group, with input from 
member surveys and its advi- 
sory board, has begun work on 
a strategy to shift the public 


debate in Manitoba towards | 


smarter government, better 
value for tax dollars, lowering 
of tax rates and the number of 
taxes, balanced budgets, and 
the elimination of the provin- 
cial and national debt which 
has become a millstone around 
the neck of our youth. 

A team of dedicated CTF 
support service personnel has 
been building the foundation 
for the AMT. Over a dozen 
field representatives continue 
to work hard to gather support- 
ers. 
Some of these dedicated 
people spend 4-5 days each 
week away from their families 
and homes to travel throughout 
rural Manitoba and northwest 
Ontario, informing people 


about this growing taxpayer 
movement and the need to re- 
strain the tax and debt explo- 
sion caused by governments 
that refuse to make themselves 
accountable to ordinary tax- 
payers. 

With those who have al- 


organization has grown to 
more than than 10,000 support- 
ers. 

This growing base of sup- 
porters provides the finances to 


fund a research office, a special 
Manitoba section of The Tax- 
payer, a weekly newspaper 
column, and an advertising and 
communications budget. 
Co-ordinating all this is Pe- 
ter Holle, the group's research 


| director. Holle brings a unique 
ready responded, the Manitoba | 


perspective on government to 
the AMT. 
that spans both the private and 
public sector, he is familiar 
with the many reasons the pre- 
sent system of government 


| Canadian Taxpayers Federation 
#105 - 438 Victoria Ave. East 
Regina, Sask., S4N ON7 


| © 1993 


With experience | 


doesn’t work in the taxpayers’ 
best interests. With a back- 
ground in making government 
work smarter, Peter will dem- 
onstrate how cities and coun- 
tries around the world are 
cutting spending and taxes 
without cutting services. 


special edition of The Taxpayer 
which profiled how New Zea- 
land has changed the way gov- 
ernment works in that country. 
The articles, which were 


sf 


Peter Holle - taking on the MPs' pension plan. Over 1,500 angry Manitoba taxpayers signed peti- 
tions demanding reform of the MPs’ pension plan. Photo courtesy Winnipeg Sun. 


largely researched and written 
by Peter, showed how the in- 
troduction of privatization and 
competition in government 
services allowed the govern- 
ment to control taxes while 
preserving services and attract- 


| ing new investment.) 
(An example was the recent | 


The AMT has found the 
staff in the government depart- 
ments helpful in responding to 
requests for information. 
However, as time goes by, the 
Association also expects to use 

teedom of Information leg 
needed to hold governments 
“atcountable. *** erates 

The AMT had a famous 
visitor to its Winnipeg office at 
the end of September. Sir 
Roger Douglas, the former Fi- 
nance Minister of New Zea- 
land, who started that country 
on the road to reform, was in 
town to speak to the Winnipeg 
Chamber of Commerce. 

Sir Roger recently helped 
form a taxpayer group in New 
Zealand similar to the CTF and 
AMT called ACT -- the Asso- 
ciation of Consumers and Tax- 
payers. He was interested in 
learning more about how the 
CTF and AMT operates. 

if you would like more in- 


formation about the AMT, or 
would like to volunteer, we 
want to hear from you, Phone, 
fax, write or drop in to the of- 
fice! 


Association of 
Manitoba Taxpayers 


1211 Richard Ave. 


Winnipeg, Manitoba 
R3E 3H3 

Ph. (204) 772-3199 

Fax (204) 772-7970 
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Manitoba taxpayer balance sheet 


Assets 


I. Adopt-a-Highway 
Program, Manitoba 
Highways & Transportation 

In the summer of 1992 the 
Highways Department began an 
innovative roadside cleanup 
program called “Adopt-a-High- 
way", Under this program, 
seven community groups have 
"adopted" a five mile stretch of 
highway and have agreed to 
clean it three times a year fortwo 
years. The day after, highway 
maintenance personnel pick up 


litter bags filled by groups. 
Why should taxpayers pay when 
volunteers will do it for nothing? 
Good idea. 


2. Manitoba tests the 
Special Operating Agency 

A pilot project is underway 
deep within the provincial civil 
service to bring a less rule- 
bound and more efficient busi- 
ness and customer orientation to 
its service activities. Called the 
"Special Operating Agency", it 
loosens bureaucratic constraints 
that raise costs. It requires per- 
sonnel to know the "full" costs 


involved in delivering services. 
Federal government tests of the 
SOA model show promising 
cost savings and lower absentee- 
ism. 


3. Winnipeg Alrport 
Authority 

The federal government is 
getting out of the airport busi- 
ness in Winnipeg. Joining an 
important world trend, the trans- 
fer of the airport to a privately 
run and financed Winnipeg Air- 
port Authority should benefit 
taxpayers. It should mean a 
more effective marketing orien- 


tation, higher revenues, and 
lower costs. The other bonus - 
taxpayers won't have to hold the 
bag for any losses or financing 
costs. We welcome the lower 
cost to taxpayers. 


4. Government sells MTS 
Directory Assistance 

Ever so slowly, the province 
is getting out of the rapidly 
changing telecommunications 
business. In October the prov- 
ince revealed plans to sell the 
directory assistance services at 
the Manitoba Telephone System 
(MTS).  De-regulation, new 


technology, and competition 
means unavoidable change at 
MTS. These developments will 
squeeze long-distance revenues 
and erode the value of the tax- 
payers’ investment in this vener- 
able Manitoba crown 
corporation. Why not sell the 
whole thing before the value of 
MTS falls further? We can get 
our lead-footed politicians from 
standing in the way of a growing 
phone business, build the grow- 
ing telecommunications sector, 
and use the money to slow down 
Manitoba's rising government 
debt. 


Liabilities 
7. ARCOR 

It's called ARCOR, but it 
should really be called “another 
taxpayer-funded sinkhole." 
Four years ago the federal and 
provincial governments gener- 
ously committed $20 million of 
your tax money to set up a prod- 
uct development agency called 
ARCOR, or the Canadian Ag- 
ing and Rehabilitation Product 
Development Corporation. 
This venture is supposed to de- 


sign “space age" disabilities 
equipment. To date, an expen- 
diture of $10.9 million has 
yielded paltry revenues of 
$200,000, mostly from renting 
out office space. Office space? 
Yes, it seems the agency did 
find the time to spend about 
$3.8 million renovating an old 
Winnipeg office building. It’s 
another embarrassing eco- 
nomic development boondog- 
gle. When will the politicians 
get out of the “economy build- 
ing” game? Want to grow the 


i . NESE: eR: 


Do you know what you owe? 


Calculating each Manitoban’s share of t 


economy? On the blackboard 
write 500 times: "Cut taxes, pay 
down debt by selling assets, 
shift government services into 
the tax-paying sector, create the 
environment." 


2. Susan buys a kiosk 
Winnipeg Mayor Susan 
Thompson recently overrode a 
Winnipeg city council decision 
not to build an information ki- 
osk at Winnipeg City Hall - cost 
to Winnipeg taxpayers 
$10,000. It's not big money 
but it’s the principle, In poli- 


tics, symbols are important. 
Bad show, Susan. 


3. Hockey arena saga 

Our new member survey 
(see page 3) is showing that 
taxpayers, who supply the 
money, are saying a big “NO” 
to taxpayer funding for a new 
hockey arena. Let the people 
decide - hold a public vote. 
Want to create an economy that 
supports big-league profes- 
sional sports? Grow the size 
of the market. Control your 
deficits and lower taxes so peo- 


ple have an incentive to move 
to Manitoba. 


4. Who gets the grants? 

The province is under in- 
creasing pressure to provide 
more detailed information 
about grants to third parties 
through departments like In- 
dustry, Trade, and Tourism. 
The information is presently 
buried conveniently in a jum- 
ble of numbers within public 
accounts. Taxpayers should 
know who's getting the 
money. 


Member Profile 


Just who are the Association of Manitoba Taxpayers? In every issue, the 
Association will profile a few of its thousands of members. They come from all 
walks of life. What are their concerns? Why do they support the AMT? enn 
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The grim statistics res 


1. Government of Manitoba debt bomb 
(or what the provitice ha’ borrowed on your behalf) 
a) Provifcial government debt $6,174,051,000 
b) Provincial Crown debt $6,529,897,000 
c) Unfunded pension liability. $1,784,000,000 ie 


jee 


Estimated total debt of the Government of Manitoba: $14,487,948,000 


A! Th, Snare eran EEE. 


~ Your estimated share of the provincial debt: 
“>< $13,268 per person 
$53,072 per family of four 
$27, 412 per Menhehe taxpayer 


2. Government of Canada debt bomb 
(or what the federal government has borrowed on your behalf) 
a) Federal government debt $475,600,000,000 

b) Federal Crown debt $88,369, ling 000 


Manitoba’s 4% share of Federal debt: $2, 560, 187, 964 


3. Total provincial and federal debt bomb 


Estimated Manitoba citizens’ total debt (combined federal & provincial) 
$37; 048, oars 964 


“Your estimated share of total provincial and federal debt: 
» $33,929 per person 

$135,715 per family of four 

$70,098 per Manitoba taxpayer 


Source: Statistics Canada 1991 Census, Manitoba 1992/93 Budget Documents, Statistics Canada Compendium 
Public Sector Steristics at March 31, 1992, Statistics Carexda Public instinaions Divisions at Dec. 31, 1991 


Jacqui Larocque 

Para-professional, Winnipeg 

Jacqui Larocque lives in Winnipeg. 
She is a single mother of two daughters 
and a proud grandma of two 
grandchildren. Jacqui works days as a 
para-professional in an elementary 
school and nights as a sales clerk in a 
drug store to make ends meet. The state 
of the economy is the reason Jacqui 
joined the Manitoba Taxpayers. "I am 
worried about the debt that we are 
leaving behind. My children and 
grandchildren are going to have such 
tough times because of irresponsible 
government spending.” Jacqui, on the 
benefits of the AMT: "One person can’t 
do it all on their own but a group of 
people can make a boom so loud that 
they cannot be ignored. You can’t just 
sit around the kitchen table with your 
neighbours and complain - you have to 
do something about = 


RE Ty 


“I have to balance my chequebook. 
Why don't governments have to 
balance theirs?" 

- Jacqui Larocque 


John Warkentin 
Business owner, Morden 

John Warkentin is a businessman 
from Morden. He owns a 
manufacturing business which faces a 
growing squeeze from an ever 
increasing tax burden. John is in the 
process of turning over the business to 
his sons and is gravely concerned 
about their prospects for keeping the 
business profitable in these tough 
times. "The CTF is doing something. 
I can’t go to Ottawa - we need 
somebody we can trust." John, like 
many Canadians, distrusts politicians 
and feels that as an organization of 
average people, the CTF is an 
effective and trustworthy medium. In 
fact, John is so committed he hands 
out copies of CTF literature to people 
to help them become better informed. 
"It isn’t fair; our kids and grandkids 
have to pay for the huge government 
debt we've all allowed to accumulate.” 


SS ve ps ae 
“If | had employees that behaved as 
irresponsibly as our politicians, | 
would have fired them on the spot!” 
- John Warkentin 
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Send politicians to school in New Zealand 


by Peter Holle 

In September a 
distinguished, white-haired 
gentleman popped _ into 
Winnipeg to talk to the local 
Chamber of Commerce about 
making government work better. 
His name was Sir Roger 
Douglas, and he was from a 
remarkable country called New 
Zealand. 


create jobs. At the same time, 
government-run monopoly 
companies, trade barriers, and 
regulations so stifled economic 
activity that New Zealand had 
one of the slowest growing 
economies in the developed 
world. The result -- New 
Zealand’s living standards 
plunged from the second highest 
in the world in 1950 to about 


bankrupt New Zealand. Its 
dollar collapsed along with its 
credit rating and its ability to 
borrow money. 

Sir Roger was the New 
Zealand Labour Government 
Finance Minister (yes, Labour 
Government) from 1984 to 
1989, who introduced a series of 
sweeping economic and 
government reforms to rescue 


Like Canada, New Zealand 
had, for years, built up a 
mountain of debt by borrowing 
billions to finance an inefficient 
government sector and by 
fruitlessly attempting to 
"develop" its economy and 


32nd place in the 1980s. 

The chickens came home to 
roost in 1984 after a newly 
elected Labour Government 


New Zealand from financial 
collapse. 

The new Labour Government 
sought to make the economy 


swept into office. The world | grow faster by reducing 
financial markets punished an | government intervention in the 
over-borrowed and nearly | economy. It removed 


Sir Roger Douglas, former Labour Government Finance Minister, and representative of the newly 
formed Association of Consumers and Taxpayers of New Zealand, visited the office of the Manitoba 


Taxpayers on September 28. 


“privileges" for small groups, 
ended government monopolies, 
deregulated the economy, and 
embraced free trade with 
neighboring Australia. It also 
cut income tax in half. 

To pay down the debt, the 
Labourites converted 
government services into 
companies and then sold many 
of them off. Among dozens of 
state assets sold were its airline, 
oil company, bank, insurance 
company, telephone company, 
and coal company. Big, 
cash-gobbling megaprojects 
were sold for a fraction of the 
original investment as the 
government moved to cut 
taxpayer losses. 

Most revolutionary was 
Labour’s overhaul of 
government departments. It 
made departments operate like 
bottom line businesses and gave 
them freedom to manage 
resources effectively. It 
decentralized government 
activities and junked useless 
rules that raise costs. It made 
departments define what they do 
and then held them accountable 
for the results. It charged them 
for the money they used and 
allowed them to buy and sell 
assets to maximize efficiency. It 


made departments “shop 
around" for the best value so 
departments now contract out 
many services. Competitive 
government services and the 
value-for-money ethic produced 
by this performance-oriented 
government framework now 
saves a bundle. In 1992 alone 
NZ taxpayers saved about $400. 
million -- without losing 
service. 

What does this mean for 
Manitoba? There are some 
important lessons here for a 
government stumbling ever 
deeper into debt and the advisors 
in the government who are 
frightened by recent by-election 
results. Governments can cut 
spending without harming 
services. Governments don’t 
need to own businesses. 
Governments can encourage 
growth without pouring 
taxpayer money into "strategic 
industries", etc. Lower taxes 
and competition create a 
growing economy and higher 
tax revenues. 

Perhaps Manitoba taxpayers 
need to ship their politicians to 
New Zealand for some lessons 
in people-focussed, 
competition-oriented, and 
taxpayer-friendly government. 


New signs cost taxpayers 


Manitoba is the only 
province in Canada that still 
requires the name of the 


Provincial Highways Minister 
to be on all highway 
construction signs. When the 
government shuffled its 
Cabinet on September 10 the 
Highways Minister portfolio 


shifted from Albert Driedger to 
Glen Finlay. The cost of 
changing the 149 signs 
sprinkled across road 
construction sites was at least 
$4,500. The last we heard the 
embarrassed new minister was 
moving to stop this useless 
project. 


Fall survey 


- 1993 


Taxpayers say "yes" to balanced budget law; "No" to tax-financed arena 


The following are the results of a survey conducted by the Association of 


Manitoba Taxpayers in the fall of 1993. 


IT .Do you agree with the statement 
that the Manitoba government is 
concentrating too much on deficit re- 
duction? 

VR: ana SOM 

A ip. wie cone 88.5% 

Don’t know . 6.6% 


.Do you think there are other ways 
to reduce the deficit besides raising 
taxes or culting services? 
VOR) can sicicss SII 


In other parts of the world, govern- 
ments are looking to competing, out- 
side suppliers to provide government 
services to taxpayers. In other words 
they "shop around" or use competition 
to lower prices and improve service. 
Have you ever heard of the concept of 
governments "shopping around" for 
Services? 
ES carcivins 71.2% 


.Do you think this approach would 
work as an alternative strategy to 
service cuts in Manitoba? 


Oe ws aa 4 91.4% 
ee 3.4% 
Don’tknow 5.2% 


.Do you favour having the Manitoba 
government invest your tax money in 
a new hockey arena in Winnipeg? 
MOS? scniow! we 4% 13.5% 
WO em wn § 83.1% 
Don'tknow .3.4% 


.Would you be in favour of the gov- 

ernment passing balanced budget 
legislation - a law which would require 
the provincial budget to be balanced 
annually? 


ND i ok ee 95.1% 
RE ncne. sex a 1.6% 
Don’tknow  . 3.3% 


Should provincial tax dollars 
be used to build a new hockey arena 
in Winnipeg? 


Percentage response to Association survey 


Undecided Yes 
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Nintendo markets a video 
game called "Sim City". In 
this game players build a city 
from scratch. The object is to 
create a city that grows and is 
prosperous by adjusting sev- 
eral variables. For example, 
players get to put in key re- 
quirements for a modern city 
like power plants, roads, and 
airports. They have to be care- 
ful, however. Too much pollu- 
tion reduces the quality of life 


Welcome to Winnipeg 


And some of the highest property taxes in Canada 


and the city suffers. Players 
also must monitor the city 
crime Jevels and instal] police 
forces accordingly. 

Where the game becomes all 
too real is the area of taxation. 
To create a prosperous and 
growing city, the kids playing 
this game must be careful how 
high they set city tax levels. 
Like our real life city politi- 
cians, they must keep their citi- 
zens happy or they will lose. 


rising vacancies, and flat house 
prices. The city's population 
has not changed much since the 
1960s. Winnipeg confirms 
what the "Sim City" 
videogame predicts. High 
taxes have consequences. 

As one drives through the com- 
munities that surround Winnipeg, 
one is struck by the growing 
sprawl of new houses. People may 
live here for a unique quality of life 
but, for many, lower taxes are a key 
reason for living in places like 


that a city with a $750 million debt 
and constantly rising taxes means 
little growth and a stagnant econ- 
omy. 

According to Euromoney 
Magazine, last year Winnipeg 
outborrowed Vienna, the capital 
city of Austria (see page 5 na- 
tional section) - a much older 
city with a population over 
twice the size of Winnipeg. 
Higher taxes are fruitless. They 


merely benefit communities on 
the outside edge of the high tax 
zone. 

For the city to renew its 
economy, grow once again, and 
stabilize the tax base that sup- 
ports the high quality services 
residents now enjoy, taxes 
must come down. It won’t be 
less government but smarter 
government that does the trick. 
Efficiency builds prosperity. 


= : —s In "Sim City", if you make 
Winnipeg City Council the mistake of piling taxes too _ Headingley, East St. Paul, and St. 
phone numbers high on the citizenry, people Andrew. 
Mayor Susan Thompson simply move away. The city’s Six of Winnipeg’s neighbor- 
Ph: 986-2196 tax base collapses, your city hoods take the top nine spots of 
shrivels, and you lose the Canada’s highest taxed neigh- 
des a ee — game. borhoods. If you live in North 
: They say "Sim City” is an Kildonan, a standard two-sto- a — 
Bill Clement - Fort Garry accurate real life simulation. rey house valued at $94,900 tees 
Ph: 956-5232 Perhaps it was written with pays about $2,710 in property ee eenee 9 mare 
George Fraser - Assiniboia Winnipeg in mind. As the _ taxes, or close to 3% of the av- 
Ph: 956-5231 chart below shows, Winnipeg erage property value. The av- 
Terry Duguid - North Kildonan residents struggle with the erage Kildonan resident pays 
Ph: 986-5196 highest property taxes in Can- $10 more property tax than the 
Rick Boychuk - Transcona ada. owner of a $480,000 home in 
Ph: 986-5090 What would Sim City pre- Vancouver. 
: dict? It predicts exactly what Should Winnipeg taxpayers 
Allan cue has happened. Winnipeg’s _ send the mayor and council a few 
: ri economy has remained flat. [t dozen copies of "Sim City"? Prob- , ‘ ee? : : 
John Angus - Fort Alchmond haa high unemployment, ree ably not. Ay now, mont of the city Lt boalag hiro dey pang eer re 
Ph: 986-6824 cord low construction starts, council crowd probably recognize : J : 


Province 
Quebec 
Manitoba — 
Quebec 


Property tax comparison... 
Winnipeg versus other 
Canadian cities 


Standard two storey house 


Source: Royal Lepage Real Estate Survey, Summer 1993 


$ Average house 


City/Neighbourhood 


MontreaVSt.Eustache 


~__Winnipeg/North Kildonan 


Estimated 


price July 93 


__ Quebec City/Neutchate! 


Property tax as % - 
of property value 


Manitoba 


Winnipeg/Southdate — 


Sask 


Regina - South 


Manitoba 


Winnipeg/St.Vital 


Manitoba 


Winnipeg/Transcona 


Manitoba 


Winnipeg/Fort Garry/Fort Richmond 


___ Manitoba 


Winnipeg/St.James-Assiniboia_ 


Saskatoon - North&East 


Edmonton/Ermineskin 


Charlottetown 
Ottawa - Kanata 
Toronto Brampton/Bramalea 
Halifax-West 
Fredericton 
Caigary/N.E/ - The Properties 
Halifax-South End 
MontreaVOutremont 

Quebec City/Sillery 
Caigary/S.WJ - Oakridge 
Toronto Don Mills West 
Vancouver/Maple Ridge 

St. John’s-East End 

St.John’s-Mount Peart 
Victoria 
Vancouver/Westside 
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On a regular basis, the Association of 
Manitoba Taxpayers will present its supporters 
with nominations for the "Manitoba Taxpayers 
Golden Flush Award." Nominees will be 
government agencies, departments, or crown 
corporations that spend taxpayers’ money in a 
less than efficient or prudent manner. 

The purpose of the Golden Flush Award is to 
encourage our governments to spend our tax 
money "smarter." This award feature aims to 
humorously expose and publicize inefficiency 
within our large, often unnecessarily costly, 
government institutions. [t aims to counter the 
misleading and unfortunate impression many of 
our politicians give that government spending has 
been cut "to the bone," and that tax increases, and 


The Manitoba Taxpayer 


Golden Flush Award 


You decide 


services. 

To involve our readers, we have included a 
ballot at the bottom for the Golden Flush Award 
nominations. We encourage our supporters to 
help pick the winner by completing the ballot and 


- mailing it in to our Winnipeg office. The results 


will be profiled in an upcoming issue of The 
Taxpayer. 

We encourage you to submit nominations for 
future Golden Flush Awards. Please include 
enough objective information so that the 
Association of Manitoba Taxpayers can 
independently verify the situation. We will 
protect the identity of information-providers. We 
will supply supporters with a small token of 
appreciation if their nominee is accepted for a 


more borrowing, are the only way to save 


Choice #1 


7. Space Empire at Autopac 


From a disgruntled competitor who couldn't get on the government gravy train 
we learn of a grisly tale of empire building. It happened at the Manitoba Public 
Insurance Corporation. For those of you who get a warm feeling about government 
auto insurance - the Crown in question is Autopac. 

We refer to something called the Premises Department - an agency within 
Autopac that manages the corporation's interior space and design 

. requirements. Tirelessly, the Premises Department manages thousands of feet , 


of interior building space used by Autopac at head office and the various auto i 
claim centers sprinkled around the province. The department makes sure, for ~ 


example, that executive offices are of adequate quality and the same size. It 
makes sure that the corporation’s customers enjoy~a’ visually peer. 
.-. environment when they bring in damaged goods for inspection. 

Fair enough. Most large organizations in the public or private sector have 
such a space management agency. However, this is also an area where many 
companies are slimming down to save money - not so at Autopac. It seems 
six or seven years ago Autopac’s Premises Department operated quite 
adequately with three people. Then management changed. In a few short 
years the "Space" Department mushroomed to 22 employees. 

What happened? Have Autopac’s office arrangement, space design and 
decoration requirements exploded in the last few years? Do Auton a 
customers now have the most beautiful claim centres in Canada? 


Autopac recently “slashed” three positions within the Promissive: 


Department. That stiil leaves 19 employees and a probable budget of over $1 
million sprinkled throughout different budgets at the corporation. Why. were: , 
only 3 people needed do the job before? Should Manitoba drivers foot the 
bill in their insurance premiums for the Space Empire at Autopac? 

{s this taxpayer outrage the winner of the "Golden Flush" Award? ~~) 


future "Golden Flush” competition. 


Pd ‘cutie Laundry Deals Wash the 
~~ Tarpayer 


You may have heard that spending cuts imperil Manitoba's government 
health care system. Hang on, citizens, Consider the following true story. 

The Association recently learned of a government hospital in Portage La 
Prairie that has quietly diversified its activities into the laundry business. It 
seems the laundry department at the hospital has dipped its toes into the 
cut-throat world of commercial linen, towel, and uniform cleaning. It happened 
about a year ago after an abandoned air force base was converted into a private 
flight training school. 

The company that operates the new training school decided to give 

‘(untendered) the non=taxpaying government laundry the job of washing 
bedsheets previously done by a Jocal, taxpaying laundry outlet. The latter had 
to lay off 3 people. We now hear the tax-financed hospital laundry has expanded 
its market to provide services to a few other private companies in the Portage 
area. 

Wait a minute, Isn’t this a little backwards? We have news for the politicians 
who get to spend the billions we give them to supply us with health care services. 
Governments the world over now save piles of money by getting out of activities 
that can be done ae in = omnes private sector, Laundry service is 
one of them. 

Why are Manitoba: BE, wad the private laundry industry subsidizing a 
government laundry industry?. Let’ s.add.up the real cost of 
government-washed towels... Wevask our gun-shy ‘politicians to add up the 
labour, administrative overhead, capital, rent, lost taxes, etc. and see what the 
real price of running the government laundry enterprise at the 
taxpayer-financed Portage Hospital is: Is it really less than the established 
commercial industry can do it for? Not likely. : 

Is this taxpayer outrage the winner of the “Golden Flush" Award? 

& Ret pee : it ‘ 


Association of Manitoba Taxpayers 


Golden Flush Award 


Which of the two examples of government spending wins this issue’s Golden Flush Award? 


You decide!!! 
1. Autopac Space Empire (Q 


Please check one: 


2. Tarpayers to the cleaners 


Yes! I want to join the Association of Manitoba Taxpayers to help make government spend my tax money smarter. Please sign me up. The Association of Manitoba 
Taxpayers is affiliated with the Canadian Taxpayers Federation a non-profit, non-partisan organization promoting the responsible and efficient use of tax dollars. Mem- 
bership entitles you to receive The Taxpayer which is published 6 times a year. Please check appropriate box. 


C) $55 Individual Associate Membership 


() $107 Business Associate Membership 


If you are concerned about government spending, borrowing and taxation please join the 80,000 strong CTF and help push for responsible change. Send this 
coupon to the Association of Manitoba Taxpayers, 1211 Richard Ave., Winnipeg, Man., R3E 3H3. MasterCard and Visa accepted. 


Please find enclosed $ (Don’t send cash.) 


Name: 

Address: 

City/town: Postal Code: 
| one: Fax: 


O visa ) Mastercard 
Visa/MC #: 


Signature on Card: 


or Fax it in toll free - 1800-465-4464 
Please send your vote to: The Association of Manitoba Taxpayers, 1211 sa 


Expiry date: 


ard Ave., Winnipeg, Manitoba R3E 3H3 
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The whistle-blower 


Government employees pay taxes too. It is not uncommon for concerned government employees to provide taxpayer organiza- 
tions with tales of waste inside government. These are courageous souls. This issue we profile one employee's insider perspec- 
tive on an inward-gazing work culture that does the Manitoba taxpayer no favours. 


One government employee, a true pro- 
fessional who wants to provide the best 
service to the public, was bothered by the 
culture of non-performance in govern- 
ment and provided the AMT with the 
following letter. From time to time we 
will publish these letters if the informa- 
tion can be verified and the information 
is relevant to Manitoba taxpayers. Some 
details have been changed to protect this 
person's identity. 


Dear Manitoba Taxpayer: 


1 work for the provincial government. 
Last year you paid me a very comfortable 
salary and benefits. However, I don’t 
feel, that you, the taxpayer, got full value 
for your expenditure on me because I 
work in a system which wastes a lot of 
your money. From my mole’s eye per- 
spective, | would estimate that your gov- 
ernment gives you at most 50 cents value 
for every dollar in taxes you pay. If I feel 
this way, perhaps the most honourable 
thing to do would be to leave, but I want 
to help change the system so I can truly 
earn my keep. 

Unfortunately, 1 no longer believe the 
system can change from within, so | feel 
it is necessary to break my oath of se- 
crecy. St is only you, the public, who can 
mobilize to make these changes. | am not 
a rocket scientist, but I assure you if you 
visited a government office at work you 
would agree with my observations and 
suggestions for action. 

When I first came to work for govern- 
ment many years ago, I realized that some 
of the people in my unit did not make any 


"If you buck the system it 
will turn on you and try to 
chew you up.” 


significant contribution of value. They 
went into their offices and practically 
nothing came out. They were active in 
meetings and quite often the first to com- 
plain about anything and everything. 
They resisted change and did not do any 
work outside their job description. If 
challenged, they became indignant. 
When I had to supervise some of them, 
I soon found out why things were “the 
way they were". J documented the fact 
that the problem employees did only a 
small fraction of the normal workload. I 
was encouraged to have many “discus- 
sions" with a particular individual, but 
there was no mechanism for action. I was 
sent off to a civil service commission 
workshop on performance evaluation 
where the Director of Human Resource 


Do you think your politician would 
support such a system in Manitoba? 
We will print excerpts, space permit- 
ting, of your responses in the next issue 
of the Taxpayer. Please write: 


The Association of Manit 


Taxpayers © =< 
1211 Richard Avenue 


Management 
informed me 
that 95% of all 
performance 
problems were 
not the 
worker’s fault - 
- they were the 
result of the su- 
pervisor’s fail- 
ure to 
understand and 
motivate the 
employee or 
design the 
work environ- 
ment to suit the 
worker's 
needs. The 5% 
responsibility 
of the worker 
was almost always the result of uncon- 
trollable personal problems. 

1 was still determined to do something. 
A friend in another department warned 
me that removing a problem employee 
would take much time. It would take a 
few years, in fact, and a ton of paperwork. 
In the end the problem employee would 
only be transferred to a more compatible 
work situation for his/her needs. Some- 
one I knew did try it. He soon found 
himself before a grievance disciplinary 
hearing, grilled by a top notch labour 
lawyer who threw all his judgments and 
evidence into question. My colleague 
told me later that he had been on trial. 
Afterwards he asked to be transferred out 
of management. As you can see, manag- 
ers who really know the "system" will not 
waste their time or face the aggravation 
and risk of humiliation in the 
elaborate process of removing 
someone who does not do their 
job. They console themselves 
with the thought that it is not their 
money being wasted. 

How can you believe what I tell 
you? You may have heard similar 
horror stories, from people you know in 
government or you may have personal 
experiences in dealing with this type of 
civil servant. How many are like this? | 
would guess that as many as 20% of the 
civil service do not provide any value to 
the taxpayer. You must look at the last 
five annual reports of the Civil Service 
Commission. They provide no statistics 
on employee performance. They only re- 
port "good" news. For example, that the 
Employee Assistance program treated 
498 employees last year. But here is the 
real news. The Manitoba Labour Board 
dealt only with eight cases involving dis- 
missal or suspension of Manitoba Gov- 
ernment employees during the last 2 years 
reported (1991-92). The government you 
pay for has over 14,000 civil servants in 
it. Since dismissal is almost automat- 
ically appealed to the Board you might 
expect this number to be low. But doesn't 
8 out of 14,000 strike you as abnormally 
low? Of those eight only one was re- 
moved from the civil service. Only one 
person out of 14,000 removed for incom- 
petence? 

Do not console yourself with the 
thought that government cuts will target 


these 7 remain- 
ing people. 
The cuts are al- 
ways based on 
percentage 
4 cuts in pro- 
grams, not 
people. They 
are driven by 
politicians and 
the Treasury 
Board for po- 
litical priori- 
ties that bear 
little relation 
to the day-to- 
day workplace. 
Most laid-off 
workers are 
not responsible 
for their fate. 
A couple of the incompetent workers | 
knew were caught up in cuts, but they are 
now happily "re-deployed.” 

When you hear the media talk long and 
hard about government workers hitting 
the unemployment lines, THINK 
AGAIN!! In 1991/92, the civil service 
reported 958 staff year reductions. How- 
ever, this only affected 431 real live peo- 
ple. Of those 431 poor souls, only 94 
remained on the re-deployment lists at the 
end of the year after re-deployment and 
voluntary retirements. These are times 
where companies have been forced to lay 
off thousands of workers. Not your gov- 
ernment. Think about it. Does govern- 
ment exist for you, the taxpayer, or the 
employee? History will someday record 
this deep generosity paid for by the peo- 
ple of Manitoba. Every night when I go 
to bed, I thank God that I am a civil 
servant and do not have to face the suffer- 
ing outside of government in the rest of 
Canada. 

If you thought the schools had a no-fail 
system, how does this compare? Just as 
in the school system, the non-workers 
cause a lot of disruption and aggravation, 
and demoralize the many good workers 
who are there to work. Competent 


workers have to fight the stereotype of the 
JOB-FOR-LIFE government worker, 
even though they themselves work hard. 
They watch helplessly while problem 
workers give the public poor service and 
create a somewhat unfair reputation for 
delay, arrogance, unhelpfulness, diver- 
sion, etc. Imagine what it must be like 
for a person with initiative to work in this 
system. The system simply does not rec- 
ognize effort above and beyond the call 
of duty. If you buck the system it will 
turn on you and try to chew you up. 
Why won't the politicians change 
this? Like managers, they are concerned 
with higher matters and they know if they 
raise this issue they risk alienating the 
workforce, Even if they are in opposi- 
tion, they aspire to be in power someday. 
Above all, they will want an obedient 
workforce to help them implement their 
goals. There is no public outcry because 
taxpayers are not aware of how wasteful 
this system is. Where are our standards? 


What is to be done? 


Private enterprise has developed per- 
formance standards and a system of on- 
going evaluation. They are helped along 
by the discipline of the bottom line to 
make hard decisions. If you carry drone 
workers, you risk going bankrupt. The 
taxpayers pockets are empty so the fiscal 
party is almost over. We need a system of 
accountability in government. If taxpay- 
ers really demanded it, the managers and 
politicians could be held accountable. I 
believe the unions would cooperate with 
this process if it is based on standards and 
not on likes and dislikes. 

From my mole’s eye perspective, 20% of 
the government workforce are non-perform- 
ing or poor performing. You are paying for 
them. Call your MLA today and demand 
the implementation of performance stand- 
ards and an evaluation process that focuses 
on results. Taxpayers unite! You have noth- 
ing to lose but your shirts! 

I remain your anonymous, faithful ser- 
vant, 

DeepPockets 


_The.issues are. ‘performance and 


accountability © 
Pest pie te 


at rie opi ent., he 
s teal person - a public servant 


“teind We aide the tax-paying public 


system that focuses Very heavily on pro- 
ectinig thé government employee at the: 
“expense of taxpayers: 

What Deep Pockets wants is a Sathes 
that rewards performance and is more ac+ 
countable to the public. 4 

the last issdé of "The Taxpayer" the re- 
forms the New Zealand Labour Govern- 
ment introduced to government 
departments and agencies. The reforms 
are designed to make the NZ public sector 
more accountable to the public and a 
inore éfficient tiser of taxpayer resources. 
- In 1988 and 1989, the Labour govern- 
ment started overhauling operating and 


high’ professional standards. and... 


In résponse, we briefly Satine from. 


a 


eRe are gt 
depaitinamte: The ie require ¢ ts 
ments to define: what they do, roe thei 
measure theif performance against clear 
objectives. Departments are now: free to. 
hire the best candidate after goverment 
abolished centralized rules. putts 

Traditional government accotinting 
practices have been réplaced with mod- 
ern, privaté sector style accounting prac- 
tices. The government now has useful 
financial statements that show how effi- 
ciently, or poorly, departments manage 
taxpayers’ resources. 

Since efficiency can now be seniiniick 
employees and managers are now re- 
warded for being efficient and providing 
good service. 

This bottom line approach has saved 
taxpayers, millions of dollars. Depart- 
ments now mariage their staff and budgets 
more efficiently. In 1992, the new systest 
reduced spending by $400 million NZ a 
year without reducing service. _\* eee | 


wt 
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The story of Generation X 


It was raining the day that 

eaking, grey school bus 

lied up in front of our office 
vn Richard Avenue in Win- 
nipeg. It was carrying two 
young people from British Co- 
lumbia who wanted to donate 
their time to help build the 
Taxpayers Association. Why 
they would make such an offer 
is described in their own very 
frank language below. Their 
words present a powerful mes- 
sage for Canada’s politicians. 

Matthew, 23, and Tiffany, 
22, are high school sweethearts 
who describe themselves as 
part of "generation X" - the 
young generation of today that 
will be the first in Canada’s 
history to have a lower living 
standard than their parents. 
They blame government debt 
and high taxes for their dimin- 


ished future prospects. Every 
day for the last three months 
they have provided much 
needed help in the office of 
the AMT. They answer the 
phones, they research stories of 
interest to Manitoba taxpayers, 
and they provide invaluable 
administrative support. They 
are concerned about the debt 
and taxes, and they are "doing 
something" about it. 

The grey school bus hulking 
out back reminds me of a TV 
series from twenty years ago 
called "The Partridge Family”. 
The program was about a 
bunch of happy young people 
who rode around the country in 
a colourful schoo! bus per- 
forming in concerts and sing- 
ing about love, peace, and 
harmony. Times were good and 
the future, it seemed, would 


only get better. 
Today’s young people face a 
The bright, 


bleak future. 


cheery-looking, flower power 
bus was a symbol of society’s 
carefree youth twenty years 


ago. Paint it grey and you’ve 
got what may be a lost genera- 
tion - Generation X. 


Generation X - Deeply indebted by past generations - Matthew and Tiffany 


Facing a virtually dormant economy 


by Tiffany Easthom 


I left Victoria over a year 
ago to travel across Canada in 
a converted school bus. It 
took a while to reach Win- 
nipeg. However, I learned a lot 
about our country, its marvel- 
ous geography, and its troubled 
economy. 

| spent many hours along 
the way reading magazines and 
newspapers, learning about 


budgets and annual reports, 
and researching information in 
libraries. J am determined to 
learn why Canada has the eco- 
nomic problems it does and 
how young people can help 
solve them. The more | learn, 
the more I realize the grave 
state our economy is in. 

Here [ am, a classic genera- 
tion X, facing a virtually dor- 
mant economy, incredible 


taxes and a legacy of debt 
which I had no part in creating. 
lam angry. I realize that I will 
probably never experience the 
boom my parents’ generation 
did. I realize that irresponsible 
spending is pushing the stand- 
ard of living down, and my 


| generation will be left to shoul- 


der a government debt burden 
that reaches incomprehensible 
figures daily. [I am angry be- 


cause governments have 
charged up well over $40,000 
in debt on my behalf even 
though I do not own a house, a 
business, or have any personal 
loans. I have decided to face 
the problem head on and work 
as effectively as I can to 
change things. Do we need to 
pay for a system of bureauc- 
racy that wastes a lot of 
money? How can Canadians 


Jobs of my 


by Matthew Kraatz 


Generation X, that is where | 
fit. Twenty-three years old, 
born in British Columbia where 
I have lived most of my life. 
After graduating from high 
school, I entered the work force, 
working for my father’s busi- 
ness, selling steel for three 
years. Sales were down and the 
cost of doing business was high 
and climbing, so my father shut 
it down. That’s when I decided 
to educate myself about what 


generation 
my country is about. 

The best way to do this was 
to buy an old school bus and 
explore Canada’s many regions, 
working and staying long 
enough to understand each area. 
Along the way I would go to 
libraries and read. [I wouid 
watch television and listen to 
the radio. | would try to absorb 
the past and present. Where is 
my country going? I haven't 
finished, but I have seen and 
learned much in the thirteen 


are leaving 


months since | left home. 

This country has such a great 
potential to be extraordinarily 
prosperous. It is rich in re- 
sources and full of peaceful, in- 
telligent people, who are willing 
to work hard. Sadly, however, 
my country is in an awkward 
time. It is heading down a path 
away from its potential. 

Government debt plagues 
my country. They say my own 
personal share is well over 
$40,000 for past government 


Providing a life jacket for drowning taxpayers - field representatives and staff of the AMT. 
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spending my generation will 
never benefit from. In a truly 


unjust way my generation gets | 


to carry the burden of debt and 
spending of the previous gen- 
eration for years to come. No- 
body asked us whether we 
wanted to carry it. 

Jobs are disappearing be- 
cause the cost of doing business 
in Canada is so high and climb- 
ing. My impression is that 
many believe it is not wise to 
invest here, either now or in the 
future. Many are packing up 
and taking their businesses and 
jobs elsewhere. 

These jobs belong to my gen- 
eration, but they are leaving. 
Biaming others will not help my 
generation. There is the excuse 
that politicians created our 
problems. They are not perfect 
and have made mistakes. They 
are only human. As voters we 
have to accept some of the 
blame for having chosen them. 

There may be hope, but only 
if all young people work to- 
gether and work hard. We can 
start by arming ourselves with 
the hard facts and more educa- 
tion. We can learn about the 
debt, spending, and how the 
system is not working. Young 
people must get in there, face 
the challenge, and explore solu- 


— 


achieve a more efficient sys- 
tem of government? 

At an age when my parents 
looked forward to economic 
prosperity and a living standard 
that was better than their par- 
ents, my generation's shoulders 
are weighed down with the eco- 
nomic burden of a slow econ- 
omy. My generation is 
fatigued with the rising taxes 
that we face at every turn. For 
the first time in history, the 
younger generation’s living 
standard will fall, not rise. [ 
realize now that beginning 
many types of businesses in 
Canada are not viable in our 
high tax environment. Long es- 
tablished giants of the market- 
place are downsizing, closing 
branches and even leaving the 
country all together. The harder 
you work, the greater percent- 
age of the burden you pay. 
Governments can take over 
50% of your earnings before 
you even see it. | then find the 
remainder being eaten away by 
GST, PST, property taxes, in- 
vestment taxes, etc. 

We are facing the decline of 
our country, and | am deter- 
mined to take a stand against its 
slow destruction. | feel that by 
providing education and 
awareness, we can empower 
people to dig the nation out of 
the deep hole of debt and begin 
to prosper once again. | feel 
that we must take a stand by 
demanding fiscal responsibility 
and calling a halt to the $1.1 
trillion debt from escalating 
into the next galaxy. It must be 
today, not tomorrow; now, not 
later, that we move on these is- 
sues. Canada is Jike a bomb 
with a lit fuse which is reaching 
its end. And like such a bomb 
it can only be saved from de- 
struction by vigorous efforts. 
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What do Manitoba provincial = cost? 


Report of Amounts Paid to Manitoba MLAs - During the year ended March 31, 1993 
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Debt clock 


tour 


The red digital numbers spin upward faster than the mind can register. The digits of debt reflect in the eyes of all that stop 
to watch. They feel the effect as the growing tide of red ink washes over them, numbing their mind as they try to imagine 
how they will ever pay it back. How will they explain this to their children who will inherit this debt? 


by Moira Wright 

On September 2, the Asso- 
ciation of Saskatchewan Tax- 
payers (AST) launched a "Debt 
Clock” tour of Saskatchewan. 

debt clock shows that Sas- 

rhewan citizens’ current 
--ut is over $42.3 billion dol« 
lars and spinning upward by 
$47 a second. 

As we visited Regina, Wey- 
burn, Swift Current, Kin- 
dersley, Melfort, North 
Battleford and Saskatoon, 


thousands of taxpayers of all | 


ages witnessed their govern- 
ment debt growing before their 
eyes. The debt clock was met 
with mixed emotions. 
were concerned or angry, but 
most welcomed the informa- 
tion and encouraged solutions 
to deal with the huge burden. 

While educating the public 
about the debt of our province 
is not always the most pleasant 
task, it is a necessary step in the 
climb out of this hole of debt 
we have fallen into. It’s just 
common sense: We can’t start 
climbing up until we stop fall- 
ing downward. 

Many who see the figures 
on the debt clock for the first 
time wonder at the size of the 
debt figure. The debt, which 
now exceeds 42 billion dollars, 
includes the gross debt of the 
province pius the province's 
share of the national debt. 
= In calculating the total debt 

pwed by federal and provincial 
governments, we learned that 
they are not the most reliable 


Canadian Taxpayers Federation 
#105 - 438 Victoria Ave. East 


Many | 


t | ble for politicians who worry 
more about getting re-elected. 
You could say that this is now 
the ninth year of a three year 
plan to balance the budget. 

The people of Saskatche- 
wan voted 80% in favour of 
balanééd Budget fegislation in 
1991, and we have yet to see 
any action on it. We can’t have 
faith in our politicians until 
they put into effect the wishes 
of the majority. Taxpayers are 
demanding proof that politi- 
cians will take some responsi- 
bility for the debt and the 
solutions to it. 

As Saskatchewan taxpayers 
look to the future, they realize 
that the debt is the biggest chal- 
lenge facing them. They are 
beginning to realize that the 
next step must be balanced 
budget legislation - it’s the 
only insurance we can get 
against the actions of our poli- 
ticians. 


— mea 
source for information on how 
much debt has been accumu- 
lated on behalf of Saskatche- 
wan taxpayers. Wanting an 
unbiased opinion, we went to 
the Provincial Auditor’s Re- 
port. The Auditor, who works | 
independently of the govern- | 
ment and reports to the Legis- 
lature, notes that the 
government doesn’t include a 
lot of things in its debt calcula- 
tions that it should. If you add 
in debts like accounts payable 
and unfunded pension liabili- 
ties, the government's audited 
debt was actually $19.4 billion 
on March 31}, 1992, the last | 
time he did an audit. When | 
you add in the province’s defi- | 
cits since then, the provincial 


debt has grown to over $20 bil- 
lion. 

Then we went to Statistics 
Canada and found that the total 
federal debt was $564 billion 
on March 31, 1992. Saskatch- 
ewan is home to 3.6% of Cana- 
dians, so we added in 3.6% of 
the national debt, or $20.4 bil- 
lion. Saskatchewan's share of | 
the debt has now grown to over 
$22.2 billion as the result of 
federal government deficits in 
the last year and a half. 

Together, the total govern- 
ment debt of the citizens of 
Saskatchewan exceeds $42.3 
billion. The debt for a family 
of four has now reached | 
$171,200. The total debt grows 
by over $4 million daily as our | 


governments continue to bor- 
row money to pay interest on 
the previous debt. 

And it gets worse. Each 
family of four’s debt is increas- 
ing by $16 a day -- almost $500 
per month. It will seem like a 
lot more when it comes time to 
pay it back, and the largest bur- 
den will ultimately fall on the 
shoulders of our children. This 
is the legacy that we have left 
for them. The sooner we deal 
with this debt, the better. 

Educating taxpayers about 
the growing debt is the first 
step to a balanced budget. The 
fact is, we have~to stop the 
clock from spinning before we 
can do anything about our debt. 
This task has proved impossi- 


Moira Wright is a research 
associate for the Association of 
Saskatchewan Taxpayers. 
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Saskatchewan says good bye to SEDCO 


Every day the message grew louder, as 
thousandsofcouponspouredintoouroffice. 
Todate, over 14,000 messages havearrived, 
and the boxes are overflowing. These cou- 
pons built up to a very strong message for 
Premier Romanow: "Close SEDCO! 
Don't rename it. Don't disguise it. Shut 
it down!" 

In response to this coupon campaign, 
and the outrage of thousands of Saskatch- 
ewan taxpayers, the government of Sas- 
katchewan has promised to close down 
SEDCO. The bad news is they decided 
instead to create SOCO. SOCO will still 
be in the banking business, although the 
government promises it will be to a more 
limited extent. 

With this decision, the government has 
proven they haven't learned the lesson that 
taxpayers have already figured out -- this 
province can’t afford yet another govern- 
ment company lending money to busi- 
nesses. 

Taxpayers have been very clear on what 
they think about governments spending 
their tax dollars on loans to businesses. 
The coupons we've received all carry the 
same basic message: Lower taxes are the 


solution to economic development not | 


money losing crown corporations. At the 
end of the day, lower taxes mean consumers 
and businesses will have more money in 
their pockets to make Saskatchewan amore 
Prosperous piace. Lower taxes would ac- 
complish more than any government loan 
ever could. 


The Association of 
Saskatchewan Taxpayers 


The Saskatchewan Section of "The Tax- 
payer" is published by the Association 
of Saskatchewan Taxpayers. 


Address: #110 - 438 Victoria Ave. East, 
Regina, Sask., S4N ON7 

Phone: (306) 352-1044 

Fax: (306) 352-1744 


For information on receiving "The Tax- 
payer" write the Canadian Taxpayers 
Federation, #105 - 438 Victoria Ave. 
East, Regina, Sask., S4N ON7 


There are those who point to successful 
business that received SEDCO funding, 
but if you examine those success stories, 
you will find that it was good management, 
not government loans, that made them suc- 
cessful. 

The losses SEDCO has rolled up far 
outweigh any benefit. Here are six reasons 
why governments shouldn’t fund business. 


1. The Track Record 

SEDCO lost $47 million dollars last 
year, and $43 million the year before. The 
corporation spends over $10 million a year 
just for administrative expenses, and it 
spent over $64 million on operations last 
year. The corporation's debt has ballooned 
to over $300 million. If that money had 
remained inthe hands of taxpayers, it would 
have produced economic benefits rather 
than being a continuing drain to this gen- 
eration and the next. 


2. Patronage 


Political intervention in government 


programs is inevitable. No one can deny | 


that millions of tax dollars have been fun- 
nelled into risky ventures through political 


influence, Youcanneverhopetoeliminate | 


political patronage -- it’s a fact of life. 
However, we can protect taxpayers by re- 
ducing the opportunities for patronage. 


3. Accountability 
Thegovernmenthasbeenunaccountable 

to SEDCO’s shareholders - the taxpayers 

of Saskatchewan. Despite several requests, 


the government has refused to give taxpay- | 


ers information on which clients have de- 
faulted on their loans. While taxpayers are 


Clarification 


In the May/June Supplement of 
"The Taxpayer," the Association of 


Saskatchewan Taxpayers published a 
list of companies receiving SEDCO 


loans from 1979 to 1992. The AST 
would like to clarify that the Begrand 
Farm Jisted at that time is not the 
Begrand Farms operated by Henry 
and Roger Begrand of St. Louis. 


Don’t rename it. Don’t disguise it. Shut it down. 


Moira Wright, research associate with the’Association of Saskatchewan Taxpayers, and Art 
Fox (right), President of the Association of Saskatchewan Taxpayers, delivering some of 
the 14,000 coupons to the Saskatchewan legislature calling for the closing of SEDCO. 


lost money went. 


4. Sends the wrong signal 

For every Saskatchewan business that 
receives government subsidies, there are 
hundreds more that are struggling to make 
it without such assistance. Their hard- 
earned tax dollars are being used to fund 
their competition. 

What do you say to those who start a 
business in Saskatchewan, put their own 
credit on the line, only to learn that the 
government has loaned money to their 
| competitor? 


| 5. It means higher taxes 


People who want to start businesses in 


liable for the millions of dollars of public | 
funds that have been lost through govern- | 
ment loans, they can’t find out where the 


Saskatchewan want to see a low tax envi- 
ronment without political interference. 
Most business groups realize that today's 
deficit spending will only result in higher 
taxes tomorrow. They're saying to gov- 
ernments, "Stop bribing me with my own 
taxes.” 


Here is an interesting fact: Last year, 


| SEDCO spent $64 million. At the same 


dminis 


a al beef 


time, the government's take from corporate 
income tax was $75 million. 


6. Taxpayers can’t afford it 

Saskatchewan's government debt now 
exceeds $20 billion. We have the highest 
per capita debt in Canada. Taxpayers are 
hardly in a position to shoulder the debt of 
risky businessventures. Ultimately itcomes 
down to a single question: Why should 
taxpayers backstop businesses if banks 
won't? 


ative 


costs at SEDCO. 


by year - in millions of dollars tie 
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in 1992, Saskatchewan 
taxpayers were on the . 
hook for $301 million.” 
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Interview with Saskatchewan Finance 
Minister Janice Mackinnon 


The following is an interview Moira Wright, Research Associate with the Association of Saskatchewan 
Taxpayers, had with Janice Mackinnon on Balanc 


Wright: When your government 
was elected in 1991, over 80% of the 
electorate voted in favour of bal- 
anced budget legisiation in Sas- 
katchewan. We haven’t seen any 
action on it. Do you support bal- 


anced budget legislation for our | 


province? 


Mackinnon: It’s not a notion which 
we rule out, it’s a possibility, but | think 
the main point | would like to make is 
that it would be a mistake to believe that 
balanced budget legislation is a panacea, 
that it’s going to solve the problem. 

Let me give you a specific example. 
A lot of different Liberal governments 
or opposition parties have been talking 
about balanced budget legislation and 
the need to bring it in to balance the 
books. 

One Liberal province which has 
brought in balanced budget legislation is 
New Brunswick. They brought in legis- 
lation saying that over a four year term, 
the budget has to be balanced, but we 
have information from the federal gov- 
ernment that shows that New Brunswick 
will still have a deficit in 1996/97 of $91 
million dollars. 

So here you have a case where bal- 
anced budget legislation doesn’t mean a 
balanced budget. The reason why that is 
the case is because they have structured 
their legislation in such a way that they 
exclude all kinds of items from their 


balanced budget legislation, such as the 
cost of capital, So if you yet an inde. 


pendent third party such as the federal 
finance department to look at it, they say 
that this is really very fraudulent. 

You can pass balanced budget legis- 
lation, and it can be structured so that the 
books aren’t really balanced. | think it 
would be a mistake to see balanced 
budget legislation as an answer to our 
problems. 

[ think what’s more important is what 
we've done in Saskatchewan. in fact, if 
you look at our projections, we will be 
in a surplus position by 1996/97. We’ve 
laid out a plan to the people of Saskatch- 
ewan about how we’re going to balance 
the books. We make assumptions about 
levels of growth in the economy and 
unemployment. This is the voter’s ref- 
erence point, and if you are off target, 


Janice Mackinnon 


to why those targets aren’t being met. 

| think this is a much higher level of 
accountability than to just pass legisla- 
tion. What is more important is the de- 
tailed plan that we have, not just passing 
a piece of legislation to deal with the 
issue. 


Wright: But we’ve seen many 
plans in the past that have promised 
to end in a balanced budget at both 
| provincial and federal levels. These 
plans always failed. Cana balanced 
budget plan work without enforce- 
ment mechanisms? What makes it 
| accountable to the taxpayer? 


Mackinnon; Well, | think they’ve 
failed because they haven't been de- 
tailed enough, and they haven't been 
based on realistic economic forecasts. 
Our economic forecasts are not based on 
rosy economic forecasts that can’t be 
delivered. For example, the federal 
| deficit reduction plan is not likely pos- 
sible because it’s based on economic 
forecasts that are much too optimistic. 


Wright: But how do you enforce 
a plan? If you feel that your plan is 
detailed enough and is accountable 
to the taxpayers, why would you ob- 
ject to putting this plan into legisla- 
tlon? 

Mackinnon: | don’t object to it. I 
think what | am saying, though, is that 
you're going to have a problem. You 
can’t strap a government by saying that 
you have to balance the budget over four 
| years no matter what. What if you had 
four successive crop failures? We 
would not be able to make those targets. 
It just would be impossible. You simply 
can’t put a government in a position 
| where you balanced the books, or else -- 
what? You go to jail? You balance the 
books or else you have to pay? Those 
things can’t be done. As | say, | am not 
opposed to balanced budget legislation, 
but I think that people are far too opti- 
mistic that this will change the way gov- 
ernments operate. The enforcement is 
also very difficult. 


Wright: As you know, municipali- 
ties have had to balance their budg- 
ets for years. Do you think that 
provinces and the federal govern- 
ment will eventually follow suit? 
What do you see as the future of 
balanced budget legislation? 


Mackinnon: Well, municipalities 
are in a different situation because there 
| is another level of government that can 
bail them out. 

I think that balanced budget legisla- 
tion has become yesterday’s question. 
What's happening is all governments in 
| Canada agree that we have a debt prob- 
| fem to deal with. They are afl rushing to 
| figure out how to balance their books as 
| quickly as they can, and { don’t see that 
changing. 

You need legislation when there re- 
ally is a problem with the behaviour, that 
is if politicians don’t really see this as 
something that has to be done otherwise, 
so therefore you slap legislation on to 
discipline them. But, there isn’t a gov- 


| realize the need to balance the budget. 
They can’t keep on paying the interest 
payments they’re paying. 


Wright: Has the 1991 public vote 
on balanced budget legislation 
played a significant role in intluenc- 
ing politicians to admit the need to 
balance budgets? 


Mackinnon: | think balanced budget 
legislation is more window dressing. 
You can structure legislation that has so 
many loopholes that anybody can get out 
of it, or YOU can structure legislation that 
is so tight that it is not realistic. | don't 


think the legislation is the key issue. | 
think the key issue is what are the plans 
that governments have to balance their 
books? 

I think that in Saskatchewan we laid 
| out our plans in one fell swoop. Other 
provinces, and | don’t want to criticize 
specifically other provinces, but in other 
provinces these issues are coming down 
piecemeal. One week it’s this, then the 
next week something elise lands. That’s 
not a very good public process, because 
you’re not really laying it out to the 
public. A lot of provinces are just 
throwing out numbers and promising to 


| balance the books, but nobody knows 


how this is going to happen. 


Wright: In looking into balanced 


| budget legislation for Saskatche- 


wan, it seems that complications 
could arise over the funds that are 
often transferred back and forth 
| from the crown sector to the govern- 
ment side. What is your opinion of 
this and to what extent do you feel 
the crown sector will contribute to 
achieving a balanced budget? 


| Mackinnon: This is the difficulty. If | 


it’s going to work, it has to be compre- 


| hensive, but on the other hand, it has to 


be flexible enough to allow the world to 
operate. For example, we have a prob- 
lem now with SEDCO. Every year we 
are hit with write-offs; we have to write 
off millions of dollars worth of loans. 
We don’t know how many more bad 
loans are out there in SEDCO from past 
governments, except to know that there 
are more. It’s not fair to say to a govern- 


| 
| a » | 
| ernment in Canada today that doesn’t 


ed Budget Legislation. 


Do Canadians believe balanced budget legisiation is yesterday’s question? 


ment, okay, you balance your books. 
Let's say we could; we'd just be spend- 
ing exactly what we were taking in, and 
all of a sudden a whole series of bad 
loans have to be written off, because the 
companies have defaulted, and then 
your whole plan is put out of whack. So 
you get into those sorts of problems 
when you start broadening it. Because 
those things are not your fault, they’re 
unforeseen. But from the point of the 
auditor, they have to be put right on to 
your deficit. | should add that if you 
looked at the books of Saskatchewan 
fight now, we adtuully have a surplus 
budget except for the interest. Our big- 
gest problem is that we're paying over 
$800 million/year in interest. 


Wright: But what is the role of the 
crown corporation in all of this? Is 
it to provide essential services at 
break-even prices, or are they being 
used to make the government 
money? 


Mackinnon: Well, we’ve got a prob- 
lem in Saskatchewan now, because cer- 
tainly the role of the crowns is to provide 
services, but one of the other major fi- 
nancial problems we have as a govern- 
ment is in that whole crown sector. We 
have all the major deals signed by the 
previous administration. I’m talking 
about Newgrade, the Bi-Provincial Up- 
grader, Millar Western, and Saskferco, 
and the list goes on. They are draining 
money from taxpayers daily, and that 
comes out of the crown’s profits, so yes, 
some of the crowns make money, but 
unfortunately, the money just goes right 
into these bad deals. 

One of the problems with putting the 
crowns into the whole balanced budget 
is, if one of the deals goes bad, the tax- 
payers are on the hook for a couple of 
million dollars that comes right out of 
the same kitty -- you have to take it out 
of hospitals, schools. You don’t take it 
out of crown corporation profits, you 
take it right out of essential services. So 
until you heal that, unti] those deals are 
circumscribed, you would be exposing 
the taxpayers to drastic reductions in 
services. 


by Moira Wright 


A couple of months ago Premier Ro- 
manow announced that he was. adding 
two new cabinet ministers, bringing the 
I seemed to-recall 
him talking in the past Bbout°a much 
smaller cabinet, so I looked back’ in the 
files and I found that the Association of 
Saskatchewan Taxpayers had ‘issued. @ 
news release on November i 199¥ com: ; 


total number to 18. 


mending him for the proper e: 


ministers. 


cabinet Will include only 10 ministers... 


- vi 


'provincé can afford if:" 


Roy Romanow - Premier - Rm #226, Ph: 
787-0958 


Ed Tchorzewski - Deputy Premier, Provin- 
cial Secretary, SaskTel - Rm #361, Ph: 787- 
7362 


Janice MacKinnon - Finance, Municipal Fi- 
nancing Corp. - Rm #312, Ph: 787-6059 


John Penner - Associate Finance, CIC - Rm 
#346, Ph: 787-7922 


Bob Mitchell - Justice & Attorney, Indian 
and Metis Affairs, Public Service Commis- 
sion - Rm #355, Ph: 787-5353 


Louise Simard - Health, Women’s Secretar- 
iat - Rm #334, Ph: 787-7345 


set when ie announced after his election 
that the cabinet would only include 10 


L also found an interesting quote in 
‘Maclean’s;, November 4, 1991 where 
Prémie? Romanow Stated: "The new 


and will’ ibaly be expanded when the 


“Does Mi. Romanow think that we can |: 
‘fford itary more ndw than wé Gould 


‘then? Each cabinet minister costs pro- 
vincial taxpayers up to $400,000 a year. 

Our new, larger provincial cabinet 
sends the wrong signals to Saskatche- 
_wan Citizens in.this tie of restraint. 
' Iistead 6f cutting its owri Spending from 
the top down, a bloated cabinet means 
government will Continué to look for 
- Ways to increase its revenue. ; 


* “aThe Saskatchewan cabiriet is now the 


i .seéond largest in western Canada. Brit- 


345, Ph: 787-1884 


Pat Atkinson - Education, Training & Em- 
ployment, Sask. Communication Network - 
Rm #302, Ph: 787-3661 


Keith Goulet - Associate Education, Train- 
ing & Employment, SGI - Rm #43, Ph: 787- 
1885 


Darrel Cunningham - Agriculture & Food, 
Ag. Dev. Fund Corp., Sask. Crop Insur- 
ance, Rm #340, Ph: 787-5886 


Dwain Lingenfelter - Economic Develop- 
ment, SEDCO - Rm #322, Ph: 787-2396 


Andy Renaud - Highways & Transporta- 


Nov/Dec eu 


ish Columbia, with three and a half times 
the population of Saskatchewan, lias 19 
ministers, Alberta, with two and a half 
times the population, has 17, and Mani- 
toba, with 100,000 more people also has 
17 Cabinet Ministers: 

The following is a list of the members 
of the cabinet. You can write to them at 
their office number c/o The Legislative 
Building; Regina, Saskatchewan. S48 
OB3; 54 eit + SEK 
Ned Shillington - Labour, Workers Comp. 
Board - Rm #307, Ph: 787-0369 


Carol Carson - Municipal Government, 
SAMA - Rm #303, Ph: 787-6100 


Bob Pringle - Social Services, Rm #30, Ph: 
787-3661 


Berny Weins - Environment & Resource 
Management - Rm #348, Ph: 787-0393 


Doug Anguish - Energy & Mines, Sask En- 
ergy, Sask Power, Sask Research Council - 
Rm #315, Ph: 787-0615 


Eldon Lautermilch - Sask. Liquor and Gam- 


Roy Romanow - Promised a lean cabinet 
until Saskatchewan could afford more. 


Lorne Calvert - Associate Health - Rm # 


tion, Sask. Grain Car Corp., STC, Sask 
Water Corp. - Rm #147, Ph: 787-6447 


ing Authority, SPMC - Rm #306, Ph: 787- 
0605 


Interest - what’s it really 
costing Saskatchewan? 


Why is our growing debt such a 
problem? Let's look at some of the 
options that our debt has stolen 
from us. Last year alone, according 
to the Provincial Auditor, Saskatch- 
ewan paid interest of over $1 bil- 
lion on our general debt . 

Let's investigate a variety of 
things that could be done with $1 
billion. You could do one of the 
following: 

1) You could give every family 
of four in Saskatchewan a $4,000 
tax break. 

2) You could wipe out the the 
provincial personal income tax, the 
largest source of government reve- 
nue in Saskatchewan. 

3) You could give 33,000 Sas- 
katchewan people government jobs 
that pay $30,000 a year. 

4) You could give free health 


Results of our Summer 1993 Survey 


The following are the re- 
sults of a survey conducted by 
the Association of Saskatche- 
wan Taxpayers this past sum- 
mer. 


1. Do you support or op- 
pose the government’s pol- 
icy of covering the losses 
of community bond corpo- 
rations? 


85.7% 
3.3% 
11.0% 


Oppose 
Support 
Undecided 


2. Do you believe that 
lower taxes would spark 


care to most of Manitoba. 

5) You could cut Saskatchewan 
income taxes in half; give 60,000 
students free university tuition and 
double social services funding. 

6) You could buy a Rothko 
painting for every Saskatchewan 
town hall (550 in all). 

7) You could get rid of the fuel 
tax, the tobacco tax, all natural re- 
source royalties, all corporation in- 
come tax and all corporation capital 
tax. 

8) You could wipe out the PST 
completely, and then give 45,000 
Saskatchewan families a $10,000 
down payment for a house. 

9) You could fly half of Sas- 
katchewan to Hawaii for a one 
week, completely free, first class 
holiday. 

10) You could have 2,000 Cabi- 


economic growth more 
than government pro- 
grams like SEDCO and 
community bonds? 


Yes 
No 
Undecided 


92.0% 
3.3% 
4.7% 


3. Do you believe that 
government companies 
Should compete where pos- 
sible or run as a monop- 
oly? 


Compete 87% 
Monopoly 3% 
Undecided 10% 


net Ministers - complete with their 
own staff of five and personal ex- 


Saskatchewan's debt 
Breaks $20 billion barrier 


The following is a breakdown of Saskatchewan's gross debt by 
year. Includes unfunded pension liabilities, crown corporation 


penses of $500,000 each. 

Of course, some of these sug- 
gestions are as ridiculous as the 
government programs that spawned 
the $20 billion debt in the first 
place. What they do give us is an 
understanding of what the price of 
our debt is. 

We've been spending away the 
future of Saskatchewan for years. 
Our generation has charged the 
"government credit card" to the 
maximum limit, and hasn't made 
one payment. Our children will in- 
herit this credit card and the only 
thing it will mean to them is huge 
payments for goods and services 
they will never receive. 


4. Would you support leg- 
islation that would hold 
politicians personally re- 
sponsible for many of the 
decisions they make? 


94.4% 
2.3% 
3.3% 


Yes 
No 
Undecided 


5. Do you believe the cur- 
rent system of collecting edu- 
cation taxes based on value 
of property is the fairest? 


13.0% 
No 68.4% 
Undecided 18.6% 


represent the 
ona complete 


debt and General pro 


mn debt. - in billions of = 


General 
C1 ccrperaton ett BH rogram debt 


‘Summary nancial Statements of he 
the Provincial Auditor of Sask. 1992 Sonkatchowan AAC ROOTS 1982 199. 


. THE TAXPAYER 


Promoting the responsible and efficient use of tax dollars 


Nov/Dec ’93 


Are public sector wage 
rollbacks fair? 


The request that employees 
in the Education, Advanced 
Education, and Health sectors 
volunteer to reduce the govern- 
ment expense of wages, sala- 
ries and benefits by 5% has 
caused an enormous, emo- 
tional debate. The workers 
have refused outright to con- 
sider their broke employer’s 
plea for assistance. They have 
characterized it as a tax that 
applies only to themselves, one 
that heaps responsibility for 
solving the provincial fiscal 
crisis on their shoulders. 
They claim an irresponsible 
government |s destroying serv- 
ices taxpayers consider vital. 
Some have endorsed students’ 
participation in rallies, without 
providing an unbiased source 


of information beforehand. Fi-* 


pe My He way PG. 


Private sector employees fall behind 


S% 
3% 


a°%e 


nally, some have brought up 
the option of raising taxes for 
all Albertans to "save" these 
programs. 

The following facts should 
be considered. First, Health, 
Advanced Education, and Edu- 
cation accounted for 54% of 
the provincial government's 
program expenses in 1992-°93. 
Second, a big chunk of this 
money goes to "salaries, wages 
and benefits"; operating school 


boards used 73% of their total | 


operating expenditures to pay 


people, while 73% of govern- | 


ment spending in Health also 
ended up In employees’ hands. 
It is common sense that this 
huge cost of government must 
be reduced, and that this action 
would not "destroy" these pro- 
grams. * es 


Asking public sector work- 
ers to do more with less does 
not place the burden solely on 
them. Layoffs and wage re- 


ductions have been experi- | 


enced by the private sector for 
the last several years. While 
private sector employers were 
struggling to survive, their 
shrinking income was being 
taxed to pay for more expen- 
sive government services 
which include higher wages, 
salaries and benefits. The bur- 
den of government overspend- 
ing was felt by the private 
sector first, and its effects are 
only now impacting those In 
the public sector. 

Average weekly earnings 
for "salaried" employees 


education jumped by 23% be- 
tween June of 1989 and June of 
1993. Similar workers in the 
post-secondary education sec- 
tor enjoyed a 27% raise in 
weekly pay, while those in 
health and social services saw 
their salaries go up by 18%. (A 
5% rol|back of present salaries 
would make these increases 
equal 17%, 21% and 12%.) 

Meanwhile, the average 
weekly pay for ‘salaried’ em- 
ployees in Alberta increased 
by only 16°; for "all" em- 
ployees the change was 14%. 
None of these numbers take 
Into account benellt packages 
that are available only to 
some employees in the pri- 
vate sector. 


(those not paidvan hourly rate) }~* ~THY MEPtI SPA Iberta’s”Hs= 
cal crisis and the need to re- | will all lose. 


| in elementary and secondary 


public sector 


5.3-—_ 5.3 
a = 


Average collective bargaining agreements - private and public sector 
by quarter 1991, 1992 and first quarter of 1993 


structure the government are 
perplexing issues, and state- 
ments made by groups with 
special interests add to the 
confusion. The private sector 
has suffered to become more 
efficient and the government 
must also restructure to con- 
tro} its spending. 

Public service employees 
and unions should work with 
the government instead of re- 
fusing to cooperate. To request 
higher taxes is not an accept- 


| able solution. Teachers care 


about our children and health- 
care workers care about their 
patients, but they do not com- 
prehend our crisis. If govern- 
ment spending is not reduced, 
our children will inherit the 
debt of Biir Selfishness ai 


1991 


—l/™l— Public sector 


1992 


—ee— Private sector 
Source: Bargaining Update - Alberta Labour 


MAIL SPOSTE 


Tomeae Pout Copareinn Latsted eaneaionne 4) pantee 
Pownge oad fot ont 


alk Nbre 
Permit No. 1228374 | 
S4N 0N7 | 


Canadian Taxpayers Federation 
#105 - 438 Victoria Ave. East 


| Regina, Sask., S4N ON7 
© 1993 


eens 


Woes costly education mean better 
education? 


Premier Klein’s govern- 
at has promised to balance 
@: within the next three 
ye This means cutting all 
departments’ expenses by ap- 
proximately 20%. The pros- 
pect of taking $369 million 
from the Education Depart- 
ment (which spent $1,841 mil- 
lion on primary and secondary 
education last year) has caused 
grave concern. It makes sense 
that all parents want their chil- 
dren to get the best possible 
education. But it seems many 
parents do not have all the | 
facts. 
Increased spending does not | 
necessarily result in better 
schooling. Between the | 
1972/73 and 1992/93 school 
years, government spending on 
elementary and secondary edu- | 
cation in Alberta grew by 79%, 
or 36% per student (after ac- | 


counting for inflation). Are 
schools doing a better job 
teaching kids now? In the Ca- 
nadian Test of Basic Skills, the 
achievement of Grade 8 stu- 
dents was 6.3% worse in 1991 
than in 1966. Canada ranks 
eleventh among major OECD 
countries in education, accord- 
ing to a 1992 report by the Eco- 
nomic Council of Canada. 
"On the one hand, Canada can 
boast a high degree of accessi- 
bility to and sizeable public ex- 
penditures on education; on the 
other hand, it posts mediocre 
results according to the educa- 
tion indicators designed to 
measure the performance of 
the educational system from 
the labour-market stand- 
point."(p.109) 

Millions of tax dollars allo- 
cated to elementary and secon- 
dary education are not spent 


Alberta elementary and secondary 
education expenditures (public schools) 


In real dollars adjusted for inflation - Source: Stats Canada 


— 
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Per Pupil | Per Capita 


‘ — none 


| 


972-73 


$1,296,281,437 


| $3,303.29 


ene eee 


$2,325,527,713 


$4,493.77 | $907.35 


% change 


79% 


| 
zi 
| 


36% 


directly on students. In 
1991/92, salaries and benefits 
of teachers and administrators 
amounted to 63.2% of the op- 
erating budgets of school 
boards, and 9.6% was paid to 
non-instructional staff -- a total 
of 73%! 

How would a 5% rollback 
of all education workers’ 
wages, salaries and benefits 
help? Almost $90 million 
would be saved -- about 25% 


| of the total expenditure reduc- 
| tion the government has tar- 


Includes elementary, secondary and advanced education - Source: Stats Canada 


geted. 

Over the last three years (to 
September of 1993), public 
sector wage settlements have 
outstripped those in the private 
sector, and the education in- 
| dustry has led the way. The 
average Alberta teacher’s sal- 
ary is $47,900, 29% higher 
than the average Alberta salary 
in the private sector. Teachers 
are also eligible for a good 


benefit package, get: raises 
based on years of service rather 
than merit, and enjoy virtually 


iron-clad job security. 

The government’s efforts 
to get our fiscal house in or- 
der will only succeed if eve- 
rybody, including the chief 
beneficiaries of government 
spending, accept some meas- 
ure of sacrifice. Many teach- 
ers have stepped forward and 
said they are willing to do 
their part and accept the roll- 
back. Cutting the cost of edu- 
cation does not mean that 
quality will be lower, as 
some are suggesting. 


Education spending in 
Alberta third highest 


It’s a common complaint 
that Alberta spends less on 
education than any other 
province in Canada. This is in 
fact not the case. When you 
look at all levels of spending, 
from elementary to post sec- 
ondary education (Advanced 
Education), Alberta ranks 
third in per capita spending. 
According to Statistics Can- 
ada, only two provinces, On- 
tario and Newfoundland, 
spend more money per capita 
on education. 

It can be argued that Alberta 
spends less per capita on 
grades K-12 than a number of 
other provinces. However, for 
this to be the case, Alberta 
must be putting much more per 
capita into post secondary edu- 
cation. Apparently, the Alberta 
government views higher edu- 
cation as a bigger priority than 
most other provinces. 

Of course, many educators 
believe that Albertans should 
dig deeper into their wallets, 
and spend more on K-12 edu- 
cation. But Albertans have 
nothing to be ashamed about 
when it comes to spending on 
education The fact remains 


Canada as a whole spends 
more money than any other in- 
dustrialized nation on educa- 
tion and Albertans spend the 
third highest in Canada. 

Even so, studies have shown 
that a number of countries with 
lower education funding pro- 
vide a substantially superior 
level of education for their 
children. This implies that our 
education system is inefficient, 
just like any other government- 
run operation. Money spent 
has to filter through the bu- 
reaucratic maze, and only a 
portion ends up at the class- 
room level where its impact is 
most needed. 

There are clearly two issues 
here. First is the distribution of 
funding between Advanced 
Education and Elemen- 
tary/Secondary Education. We 
spend enough in total. Second, 
we must ask ourselves how 
other countries can do a better 
job with less money. 

Unfortunately, rather than 
facing these difficult ques- 
tions, educators find it easier to 
demand that Albertans pay 
more taxes. That’s not the an- 
swer to our problems. 


The Alberta Tax Reform Commission 


Provincial Treasurer Jim 
Dinning announced on Sep- 
tember 27 the formation ofa 
Tax Reform Commission to 
"aeview ... Alberta’s tax system 
* the objective of improv- 

=_ompetitiveness and stimu- 
lating investment." 

The following are the main 
points that the Association of 
Alberta Taxpayers feel need to 
be addressed by this commis- 
sion: 


@ Current provincial revenues 
are high enough to provide 
for the government services 
the people of Alberta pay 
for. 


(W Tax increases are therefore 
unnecessary. 


& The tax burden on Albertans 
has grown in recent years; 
if this pattern continues, Al- 
berta’s economy will suffer. 


& The present tax system does 
not work well, does not re- 
flect the changing world and 
should be significantly re- 
structured. 


4 Taxpayer Protection Legis- 
lation is needed (a law pre- 
venting the government 
from raising tax rates with- 
out the permission of Alber- 
tans). 


The Association funded a 
study by University of Alberta 
economist Bev Dahlby, a sum- 


mary of which appears below. 


Professor Dahlby appeared be- 
fore the Commission to intro- 
duce his findings which 
support the Association’s argu- 
ment that Albertans pay 
enough in taxes already. His 
work also demonstrates that 
the social cost to Albertans of 
raising additional taxes is high 
and may not be justified by any 
benefits created by the extra 
tax. 

The final report of the Com- 
mission will be used by the 
provincial government to for- 
mulate fiscal policies as early 
as next spring. It is hoped that 
the Commission will ensure 
that Alberta’s tax regime will 
be characterized as both low 
and competitive. 


‘G 


Dr. Dahiby - additional taxes will do more harm than good. 


The cost of raising additional tax 
revenue in Alberta 


The Alberta Taxpayers Association commissioned Dr. Bev Dahlby, Associate Professor of Economics at the University of Alberta, to do research on the 
true cost to Alberta of increasing taxes. He presented his report to the Alberta Tax Reform Commission. 


Dahlby’s 
reads: "The Government of Al- 
berta is planning to reduce total 
expenditure by about 20% over 
four years in order to eliminate 


introduction | 


its budgetary deficit. Already | 


some groups are calling for tax 
increases, instead of expendi- 
ture cuts, as the way to balance 
the budget. They contend that, 


| @itho 


This only includes Workers Com; 


of municipal 


says Albertans 


aren’t overtaxed? 


% of taxes paid at the following income levels. 


pensal Alberta personal 
income tax, health care premiums, federal GST and GST cradit, federal personal 
income tax and federal payroll tax. Does not include the impact 


tion premiums, 


taxes, fees, etc. 


$34,333 


iio 


because taxes in Alberta are 
lower than in other provinces, 
we could raise our tax rates and 
still retain a favourable tax ad- 
vantage." 

He argues that "even though 
tax rates in Alberta are lower 
than in other provinces, our tax 
rates are still very high and that 


| the cost of further tax increases 


will be very high." 


Marginal tax rates in 
Alberta 


The “marginal tax rate" is 


the amount of tax that is taken | 


out of the next dollar an indi- 


| vidual earns. An Albertan with 


no deductions making $24,053 
pays 43 cents out of the next 
dollar he/she earns to the gov- 
ernment. At the $34,333 level, 


almost 52 cents of the next dol- | 


lar goes to the government 
(note graph on left). 

Almost three out of four Al- 
bertans with no family deduc- 
tions face marginal tax rates of 
forty percent or higher. In 


. other words, these Albertans 


The costs of raising an additional 
dollar of tax revenue 


thr 


Flat tax 
rate 


Basic rate 


ersonal income tax 


| Surtax rate 


A sales tax 
increase 


The actual cost of raising an 
additional dollar of tax revenue 


What the government thinks it 


costs 


earn their next dollar they will 
actually put only 60 cents, or 
less, in their pockets; the gov- 
ernment will take the rest. 

Marginal tax rates are too 
high when the cost of taking 
money away from taxpayers is 
greater than the benefit created 
when government increases its 
spending to match their extra 
revenues. 


The cost of raising an 
additional tax dollar 

When governments tax peo- 
ple, they reduce the amount 
that an economy as a whole can 
produce. Taxes cause house- 


holds and firms to make ineffi- | 


cient choices about their 
economic activities. For ex- 
ample, taxes lower the desire to 
work, save and invest. Thus 
every dollar in taxes taken 
from taxpayers lessens overall 
economic output, often by 
more than a dollar. This can be 
thought of as the cost of raising 
an additional dollar of tax reve- 
nue. 

The first row of numbers in 
the table show the cost of rais- 
ing an additional dollar of tax 
revenue to Alberta’s economy. 
Four different taxes used by 
governments are shown, in- 
cluding a sales tax. 

It is obvious that the cost is 
very high. To justify the need 
for this extra dollar, the value 


| of what it is spent on has to be 


at least equal to this cost. For 
example, if the government de- 
cided to raise $1 more by in- 
creasing the basic personal 
income tax rate, it would lower 
the output of Alberta’s econ- 
omy by $1.44. So whatever the 
government spent the dollar on 
would have to be worth more 


increase. 

Although it appears that a 
sales tax increase is the least 
expensive method, there are 
other factors, such as the fair- 
ness in the tax system, that 
have to be considered. 


Excessive spending in 


federal system 

Albertans pay taxes to three 
different levels of government. 
The effects of these taxes are 
tied together. If the govern- 
ments ignore the effect of their 
own tax policies on the tax col- 
lections of the other level of 
government, then each may be 
estimating the cost of raising 
tax revenues incorrectly. The 
error can be in thinking that 
costs are much less than they 
are. 

This pushes governments to 
spend more because they don’t 
realize the actual cost of rais- 
ing the money that they use. 
Governments may decide that 
some expenditures are worthy 
when the benefits they provide 
are less than their true Cost. 


The Alberta Taxpayers 
Association 
The Alberta section of "The 
Taxpayer" is published by the 
Alberta Taxpayers Associa- 
tion. 


Address: 

Capital Place Building, 

Suite 410 - 9707 - 110 Street, 
Edmonton, Alberta, TSK 2L9 
Phone: (403) 448-0159 

Fax: (403) 486-2856 


For more information on 
“The Taxpayer" write the Ca- 
nadian Taxpayers Federation 
#105-438 Victoria Ave East, 
Reviny Sask S4N ON7 


~ eae Od gee we ttiudt > rigeduut ul Itiumualion Dit: 


Who is it really helping? 


Many are saying that the Al- 
berta government's proposed 
~reedom of Information and 


@: of Privacy Act (FOI) | 
“10re concerned about protect- 


ing the secrets of government 
than making information acces- 
sible to Albertans. 

Access to Information legis- 
lation is supposed to give aver- 
age citizens the legal right to 
request information on govern- 
ment spending and activities. 
However, an initial study of the 
Alberta bill gives the impression 
that it took the flaws of the fed- 


Does Alberta's Freedom of Information Bill provide access to gov- 
ernment information or set up roadblocks against it. - James For- 
rest, Research Associate with the Alberta Taxpayers Association. 


eral Access to Information Leg- 


islation and ignored the lessons | 
learned from the provinces that | 


initiated very different and im- 
proved legislation. 

There are a number of areas 
of particular concern: 


Excluded areas 

The government decided that 
Executive Council (Cabinet) 
and the Treasury Board would 
be exempt from this legislation. 
This means that they are not 
bound by the legislation to re- 
lease information. Similarly, at 


the federal level, the House of 
Commons is exempt from FOI 
requests. Even Canada’s Audi- 
tor General 
slammed in his face when he 


wanted to audit the travel of | 


Cabinet Ministers. Because this 
travel falls under the jurisdiction 
of the House of Commons, the 
Auditor’s request for informa- 
tion was flatly refused. 


No proper time limits 


Departments receiving re- 


quests for information must pro- | 


vide the information within 30 
days. However, there are provi- 
sions for extensions under cer- 
tain conditions such as the 
applicant not supplying enough 
detail, or if the request requires 
so much research that it would 
unreasonably interfere with the 
operations of the department, or 
if the department needs to con- 
sult with another department, of- 
ficial, or third party. 

Unfortunately, the Alberta 
legislation set no time limits on 
extensions except if the request 
is passed onto another depart- 
ment. In this case, the other de- 
partment only has 30 days to 
respond. However, because 
there are no time limits on the 
other extension requests, the de- 
partment can significantly delay 
the release of the material. 


No limits on user fees 

Fees are to be charged for ac- 
cess to information requests; 
however, the fees are to be deter- 
mined by regulation. Without 
legislative guidance the user 
fees could skyrocket, becoming 
a barrier to information being 
released. 


had the door | 


Limits placed on 
duplication 


Constraints are also placed 
on the reproduction of docu- 
ments, stipulating conditions 
under which they may or may 
not be reproduced. These in- 
clude such phrases as "can be 
reasonably reproduced...by us- 
ing its normal equipment and ex- 
pertise” or if "creating the copy 
would unreasonably interfere 
with the operations of the public 
body". Unfortunately, this type 
of phrasing puts the bureaucrats 
in the driver’s seat in determin- 
ing what is reasonable. 


Exemptions 

The proposed law also lists a 
series of discretionary areas of 
exemption. These areas are 
often broad and sweeping in 
their scope. For example, sec- 
tion 13 allows the withholding 
of information (on a discretion- 
ary basis) if the release of the 
information could reasonably 
threaten the physical or mental 
safety of another individual. Al- 
though this type of exemption is 
necessary, it’s left up to the dis- 
cretion of the bureaucracy to de- 
termine what is reasonable. 
Again, this is an example of the 
wide discretionary powers being 
given to government officials. 
The area of discretionary ex- 
emptions needs to be clearly 
spelled out. 


Powers of 
Commissioner 
weakened 

The role of the Alberta Infor- 
mation and Privacy Commis- 
sioner is established along the 
lines of the federal government. 


The cost of losing a seat - to taxpayers 


For a number of years, the Alberta Tax- 
payers Association has been part of a cho- 
rus of voices demanding changes to the 
rich pension plan and severance packages 
afforded to Members of Parliament when 
"they leave office. With a record number of 
MPs defeated in the October 25th general 
election, our most pessimistic warnings 
about the cost to taxpayers from this out- 
rageous plan have been proven to be woe- 
fully inadequate. ; 

Taxpayers will be paying out up to 
$22.5 million in lifetime pension pay- 
ments to former Alberta MPs. The sixteen 
MPs who were defeated on October 25th 
and the ten who retired will collect more 

1 $582,871 in first-year pension pay- 

ats. Those who are ineligible for pen- 
sions, having served only one term, will 
collect a total of $321,800 for severance 
payouts (six months salary each). This is 
going to be the biggest cash grab by poli- 
ticians in Canadian history. 

This comes at a time when most Cana- 
dians are suffering from the consequences 

f reduced. government gnendine made 


necessary by years of wasteful spending. 
The severity of the cuts being made across 
the country is directly related to the degree 
of mismanagement that previous politi- 
cians have displayed. It is an outrage that, 
having exhausted the Treasury to the point 
of ruin, these. men and women will have 
the opportunity to further plunder our re- 
sources for years and even generations to 
come. ‘ 

What is worse, thesé MPs are eligible to 
receive their pensions immediately, even if 
they’re still young enough to start another 
career and collect another pension. Who 
decided that. this is the way the. pension 
would work? The very people who now 
benefit from it. Shed no tears for defeated 
politicians. They’re walking into the sun- 
set, cheque in hand -- and they’ve not only 


filled in the amount, but also have signed 


the cheque in advance: : 


Perhaps our newly elected MPs will » 


realize that they have been given a man- 
date to make changes, and that the first 
place change must take place is in this 
outraceons alan Ag Dtamige Klein dems 


onstrated in Alberta; the government has 
every legal right to reform-these pensions, 
and to do so retroactively. Whether this 

“new government will do so or notis a good 
test of how conimitted it is to a responsible 
and responsive government. 


Former MP Joe Clark - eligible for first-year 
*| pension benefits of approximately $82,000. 


If the government refuses to re- 
lease information after a FOI re- 
quest has been made, the 
decision can be appealed to the 
commissioner. Even though the 
Commissioner has quasi-judici- 
ary powers and can compel wit- 
nesses to appear in conducting 
his review, in the end he can only 
make recommendations. Even 
if the Commissioner is of the 
opinion that the information 
should be released, the Minister 
responsible can still refuse to do 
so. The complaint must then be 
taken to the Court of Queen’s 
Bench for a final determination, 
a process that will discourage all 
but the most dogged researchers. 

Under the legislation, the 
onus is placed on the department 
to show why documents should 
be withheld. The individual who 
has been denied information 
must appeal to the commissioner 
in writing within 30 days of the 
final decision to deny access to 
the information. The use of 
similar limits in other jurisdic- 
tions has resulted in some diffi- 
culties as researchers have found 
it an insufficient amount of time 
to adequately prepare for an ap- 
peal. The commissioner can ig- 
nore any appeal that is in his 
view frivolous or vexatious, is 
not made in good faith, amounts 
to an abuse of the right of atcess, 
or concerns a trivial matter. 
While this provision was put in 
place to prevent the type of 
abuses taking place in Ontario, 
where incarcerated individuals 
have made thousands of costly 
access-to-information requests 
for frivolous reasons, the word- 
ing in the Alberta bill could pro- 
duce more harm than good. A 
better, more thoughtful ap- 
proach is needed. 

Under the proposed legisla- 
tion, the Alberta Commissioner 
is appointed by the legislature, 
(essentially the government in 
power), for five year terms and 
can be re-appointed. This con- 
trasts with Ontario and British 
Columbia where the commis- 
sioners are appointed by an all- 
party legislative committee to 
avoid political patronage. 


Overall view 

Unfortunately, provisions in 
the bill that allow bureaucrats to 
release information at their dis- 
cretion, together with the long 
list of exemptions, threaten to 
make this bill ineffective. In its 
present form, the bill leaves the 
government in the driver’s seat. 
This is in sharp contrast to the 
actual purpose of this type of 
legislation, which is to enable 
average Albertans access to in- 
formation on government 
spending and activities. If Pre- 
mier Klein is serious about hav- 
ing a more open government, 
these concerns must be ad- 


dressed 
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One in five British Columbians work for 
the B.C. government 


Education K-12 60,000 


mn 


Colleges & Institutes 12,000 


ad 


Universities 20,000 


Crown Corporations, Agencies & 
Commissions 25,000 


B.C. Public Service 40,000 


by Troy Lanigan 

The report of the Commis- 
sion of Inquiry into the Public 
Sector (the Korbin Report) 
has disclosed some alarming 
information that should con- 
cern every B.C. taxpayer. 

The Commission, which 
was given its mandate by the 
provincial government, esti- 
mates that one in five workers 
or 20% of B.C.’s workforce 
works directly for the provin- 
cial government. These em- 
ployees account for more than 
60% of the province’s $19 
million budget. 

And that’s not all. This 
doesn't include federal gov- 
ernment employees who work 
for such departments as Na- 
tional Defence and Canada 
Customs or the multitude of 
employees working for fed- 
eral crown corporations, 
many with regional offices in 
B.C. 


According to Statistics 
Canada, B.C. has the fastest 
growing debt of any province 
in Canada (569% between 
1981-91). The recent news 
about the shaky state of our 
federal finances has forced all 
of us to rethink the services 
we have come to expect from 
government. 

One would think that the 
government of B.C. would be- 
gin to examine ways to down- 
size its operations in a bid to 
hold the line on taxes and 
bring the provincial debt un- 
der control. 

Remarkably, however, the 
Korbin Commission wasn't 
even given the mandate to ex- 
amine the size of the provin- 
cial civil service. It was only 
asked to recommend meas- 
ures to improve cost effi- 
ciency within the existing 
government structure. 

It is little wonder, then, that 


Health 
100,000 


the Commission consistently 
made recommendations that 
would centralize government 
and increase the size of the 
bureaucracy. 

For example, the Commis- 
sion recommended the gov- 
ernment establish a new 
Health Employers Associa- 


| tion, with seven new regional 
councils. Even though, as the 


Commission noted. health 


one third of total provincial 
government spending, the re- 
port made no recommenda- 
tions that would eliminate 
layers of management or re- 
duce the number of govern- 
mental bodies and agencies 


responsible for delivering | 


health care services. 


The Commission also rec- 


| ommended that new bureauc- 
| racies be established in the 


education and social services 
sectors. Combined, these two 


Sap saaien. deutel bertions 


35,000 


sectors account for more than 
one hundred thousand em- 
ployees. Even for the 210 gov- 
ernment-owned corporations, 
boards, agencies and commis- 
sions in the province and their 
25,000 employees, the Korbin 
report recommends -- you 
guessed it -- another layer of 
bureaucracy. 

In all, the government will 


| establish a 15-member Public 
care expenditures account for | 


Sector Employers Council 
and will also set up employ- 
ers’ associations for each of 
six public sectors. This will 
have the effect of compound- 
ing the number of bodies get- 
ting in the way of services, 
resulting in even more costs to 
the taxpayer. 

In other words, after spend- 
ing $1.4 million on the report 
and inviting the opinions of 
taxpayers throughout the 
province, the Korbin Com- 
mission couldn’t find a way to 


Municipalities 
30,000 


do more than add to the num- 
ber of deck chairs on the Ti- 
tanic. 


Troy Lanigan is the Provincial Co- 
ordinator for the Canadian Tax- 
payers Federation in British 
Columbia. He's based in Victoria. 
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B.C.’s regional municipalities 


How much did your local services cost you in 1991? 


The following table lists the operating revenues and expenditures of municipalities in British Columbia for 1991. For comparative purposes, the municipalities (city, 
district, town and village) are grouped according to their regional district, and according to larger geographical regions. The municipalities are ranked across the 
province and region with #1 having the highest expenditure per capita. C=City, D=District, T=Town, V=Village 
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Vanderhoof - D $2,870,956 $2,811,706 $699 17 
Smithers - T 4,507,679 4,804,583 
“Burns Lake - V 1,637,822 | 1,764,986 | 
Fort St. James - V 1,714,514 | 2,039,675 _| 
Fraser Lake - V 1,193,458 | 1,285,621 | 987 | 2 | 
Granisle-V : 1,518,314 1,383,345 | ~ eae ‘S| 
Telkwa - V 780,474 717,119 | TB | 16 | 
Kitimat-Stikine i 
Terrace -C 12,396,234 12,192,959 | 1,066 
Kitimat - D 15,797,275 14,310,153 "1,266. | 
New Hazelton - D 950,954 901,336 | 211 1,147. 
tewart - D 2,365,134 2,061,057_| 2,055 1,791 
Hazelton - V 689,717 | 1,822 ~ 2.035 
Skeena-Queen Charlotte 
Prince Rupert - C 37,128,325 2,234 | 2,044 
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641,690 801,590 1,329 
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It’s appalling! 
"My partner and I found The Taxpayer to be both fascinating and appalling.” - 
T.H. Calgary, Alberta 


It’s upsetting! 
"After perusing a recent edition of your magazine, my husband and | became 
quite concermed ~- rather upset to be honest, Po 
tirement plans for members of the cabinet and others.” - S.R. Winnipeg, Mani- 
toba 
It’s alarming! 


"I found the articles both eye opening and alarming. Not a good paper to read 
on a Monday.” - T.A. Broadview, Saskatchewan 


It’s disgusting! 
"Lam in receipt of some copies of The Taxpayer - absolutely disgusting and 
am anxious to subscribe to it." - D.G. Bellerue, Alberta 


it’s maddening! 
"It was a real eye opener, in fact my husband said it made him so angry that he 
wants to subscribe to it." - R.R. Cardston, Alberta 


It’s depressing! 
"I was wondering whether it is possible to subscribe to a paper like yours. | did 


find the information incredibly depressing, however, most enlightening, and 
thus | would like to be on your list." - J.T, Clearbrook, British Columbia 
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3,767,600 4,270,749 990 | 1,123 | 
Peace River 

Dawson Creek - C 15,467,479 16,511,561 1,409 1,504 | 
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Legislative Buildings 


Victoria, B.C. 


Premier 
Honourable Mike Harcourt - Rm 
156, Ph: 387-1715 


Minister of Finance, Corporate 


V8V 1X4 


3 fanaa ane 
t YY > Rae 
Minister of Health and Seniors 
Honourable Paul Ramsey - Room 
310, Ph: 387-5394 


Minister of Education 


It’s sickening! Relations and Deputy Premier Honourable Art Charbonneau - 
"Need an Extra Strength Tylenol to go with it as you read it." - L.O. Toronto, Honourable Elizabeth Cull - Rm Rm 337, Ph: 387-1977 
Ontario 248, Ph: 387-3751 Minister of Skills, Training and Labour 
It’s shocking! Minister of Employment and Honourable Dan Miller - Rm 109, 


"It is quite a shock to hear some of these things we don’t hear about other- 
wise." - J.G. Dorothy, Alberta 
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responsible and efficient use of taxpayers’ money. The federation has established provincial 
organizations in British Columbia, Alberta, Saskatchewan, Manitoba, and Ontario. It costs 
$55 for an annual individual associate membership and $107 for a business associate | 
membership. If you are concerned about government spending and taxation, join today. This 
membership entitles you to receive The Taxpayer which is published six times a year. Just 
fill in the following coupon and send it to the Canadian Taxpayers Federation, #206 - 920 | 


Hillside Ave., Victoria, B.C. V8T [Z9 
| want to join!! Fax in your order toll free 1-800-465-4464 


| Please find enclosed $ for aL] Associate membership C2 Business membership | 


investment 
Honourable Glen Clark - 
152, Ph: 356-7020 


Minister of Agriculture, Fisheries and 
Food 
Honourable David Zirnheit - Rm 
137, Ph: 387-5295 
Minister of Small Business, Tourism 
and Cuiture 
Honourable Bill Barlee - Rm 124, 
Ph: 387-1683 
Minister of Housing, Recreation and 
Consumer Services 
Honourable Joan Smallwood - 
Rm 112, Ph: 356-7030 
Minister of Environment, Lands and 
Parks and Human Rights and 


Rm 


Ph: 387-1986 

Minister of Social Services 
Honourable Joy MacPhail - Rm 
301, Ph: 387-3180 


Minister of Aboriginal Affairs 
Honourable John Cashore - Rm 
326, Ph: 387-0886 

Minister of Women’s Equality 
Honourable Penny Priddy - Rm 
342, Ph: 387-1223 

Minister of Government Services, 

Sports and Commonweaith Games 
Honourable Robin Blencoe - Rm 
103, Ph: 387-5891 

Minister of Municipal Affairs 
Honourable Darlene Marzari - 


sae Multicelturalism Rm 306, Ph: 387-3602 
Address: Honourable Moe Sihota- Rm 346, Attorney General 
| City/town: Postal Code: | Ph: 387-1187 Honourable Colin Gabelman - 
[et View El tistexcard Minister of Transportation and Rm 232, Ph: 387-1866 
Highways Minister of Forests 
| Visa/MC #: Expiry Date: | Honourable Jackie Pement - Rm Honourable Andrew Petter - Rm 


[Name on card: 


28, Ph: 387-1978 


128, Ph: 387-6240 


